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Ge sure to tuclude your 
ouernseas vwepresentaiwes.... 


. . when you make the list of those in your organization who should be 
reading World Report. Men who do business ‘‘on the spot’’ in far-off lands 
enjoy and value this new publication very highly, and your associates 
abroad should certainly be among those who have the advantage of read- 
ing World Report. 

World Report is the one U.S. magazine devoted entirely to the subject 
which is closest to businessmen who live abroad: the exchange of things 
and ideas between nations. World Report is written without slant in any 
direction—it can be read with equai interest anywhere in the world. 

When you think how useful World Report is to you, and to other busy 
executives in this country, you can judge how welcome it would be to your 
business associates overseas whose information sources are so limited. 
Do these men a real service by sending them fifty-two fact-filled issues of 
World Report. 

The regular subscription rate of World Report is four dollars a year, 
and on most overseas subscriptions there’s an extra charge of one dollar 
for postage. But to simplify ordering, we'll make a flat rate of four dollars 


each on any list of five or more subscriptions, to go anywhere in the world. 
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Russia wants 4,000 prefabricated 
houses produced in her zone of Germany 
for shipment to the Soviet Union this 
year. The houses are to be equipped with 
central heating, sanitation facilities and 
electric wiring. Assembly-line construc- 
tion is planned. 


o 0 Oo 


The first tourists since 1939 now are 
visiting the British, French and U.S. 
zones of Austria. Accommodations for 
1,200 visitors are available. The Austrian 
Government is encouraging tourist traffic 
as an important source of revenue for re- 
habilitating the country. 


o 0 °O 


Search for raw materials for atomic en- 
ergy is being made by 25 prospecting 
teams in the Northwest Territories of 
Canada. While private exploration is per- 
missible, the Government has control 
over all mining and development rights 
of atomic energy resources. 


o 0o °O 


Industrial expansion in Italy is indi- 
cated by the fact that 5,000 requests for 
permits for construction, enlargement, 
reconstruction and transfer of industrial 
plants are on file. Capital of the plants 
involved amounts to $60,000,000. Most 
of the new undertakings planned are for 
food and chemical enterprises. 


oo 9 ; 


A 15 per cent luxury tax is to be es- 
tablished in the Netherlands for imports 
and for the products of home industry. 
An additional 3 per cent sales tax will 
be collected on each transaction in lux- 
ury items, and the tax on delivery direct 
from manufacturer to consumer has been 
raised to 6 per cent. 


o 0 °O 


Argentina may spend $25,000,000 this 
year for potatoes from the U. S., Canada 
and Holland. Rich in most agricultural 
products, the Argentine may .be forced 
to import 250,000 tons of potatoes. Price 
policies of the Government and poor 
weather are blamed for low production 
at home. 


o 0 90 


Britain’s man-power problem is intensi- 
fied by plans of more than 600,000 
Britons to leave the country as trans- 
portation becomes available. A research 
organization, surveying Britain’s labor 


resources, says the figure may reach one 


million because emigrants encourage 
others to follow them. 


_Newspoints 





be th Reg. Appd. for U. S. Pat. Off. 


A cotton mill of 80,000 spindles, one 
of the largest in South America, is near- 
ing completion in Brazil. The mill will 
have looms to weave most of the yarn 
produced by the spinning machinery. 
Manufacture of- 175,000 yards of fabrics 
a day is planned, with an annual con- 
sumption of 19,000 bales. 


o 0 O90 


Laying of pipe line by the Arab Petro- 
leum Company from Saudi Arabia to 
Beyrouth, Syria, is to begin soon. Equip- 
ment has arrived for the 40,000 workers 
who will be employed on the project. 
Completion may require two years. 


oo 9 


Australia’s wheat exports are to be in- 
creased by about four million bushels 
next year because of the prospects for 
an improved harvest. More than two mil- 
lion bushels will be shipped to India as 
soon as transport is available, and more 
will be sent later when the total crop has 
been assessed. 


oo °O 


A Two-Year Plan for Bulgaria calls for 
a 40 per cent increase in domestic coal 
production next year. The Government's 
plan, if successful, would step up power 
production by 19 per cent in 1947 and 
50 per cent in 1948. In two years, rail- 
way traffic is scheduled to grow by 34 
per cent, freight transport by 89 per cent 
and water transport by 130 per cent. 
More than 100,000 new workers will be 
needed for the plan. 


o 90 9 


New construction in Norway for 1947- 
48 may amount to $94,000,000. Of this 
amount, the Housing Bank will finance 
two thirds for building living quarters. 
The Norwegian Parliament has allotted 
$500,000 for a housing project for Gov- 
ernment employes in Oslo. 


oo 90 


Buoyancy of Australia’s internal fi- 
nances is reflected in a report of the Com- 
monwealth’s revenue for the 1947 fiscal 
year, ending last month. Revenue was 
$104,000,000 higher than had _ been 
estimated in the budget. Customs and 
income taxes of $36,000,000 and $24.- 
000,000, respectively, showed the big- 
gest increases. Total revenue was 
$1,724,000,000. 


o 0 9 


A $1,500,000 loan to Brazil for estab- 
lishment of an alkali industry has been 
granted by the U. S. Export-Import Bank. 


Brazil negotiated the loan as part of a 
program to develop heavy industries. 


o.6Uc8l~CU8 


New air lines running from Belgrade to 
four other Balkan capitals have been an- 
nounced by Yugoslavia. The lines are not 
yet in operation. Commercial flights are 
planned to Tirana, Budapest, Bucharest 
and Sofia. 


o 0 9 


A development corporation to assist 
colonial enterprises is to be set up by 
Britain. The agency will have power to 
borrow $400,000,000 and will operate on 
commercial pYinciples. It is designed to 
increase output of goods needed by Brit- 
ain and the world, and to raise living 
standards in the colonies. The British 
Colonial Secretary and the local govern- 
ments concerned will pass on all projects. 


o 0 °O 


Switzerland has lifted import controls 
on a wide range of products. The goods 
include figs, tea, fish, potash fertilizers, 
resin, raw bone meal, and liquid fats and 
oils. 


oo °9O 


Production of chemicals and _ allied 
products in Canada has turned downward 
from its wartime rate. Production last 
year amounted to $356,000,000, com- 
pared with $462,000,000 in 1945, a 
decline of 23 per cent. The 1945 total 
included a large volume of war produc- 
tion, especially in ammunition plants. If 
war orders are omitted, the drop in 1946 
was less than 2 per cent. Despite the 
decline, the chemical industry in its first 
full postwar year operated at more than 
twice the rate of 1939, the best prewar 
year, when output was valued at $156,- 
000,000. 


oo 9 


Construction of a power plant with a 
capacity of a billion kilowatt-hours of 
electricity a year, has been started in 
Austria. The plant, situated on the Dan- 
ube River, is to cost $2,000,000 and will 
require about five years to complete. 


o 0 Oo 


To speed farm recovery, Norway has 
established an import quota of 1,000 
tractors for this year. Although foreign 
exchange has been made available for 
purchases, deliveries have been slow. 
There were 4,000 tractors in Norway 
before the war, with 1939 imports in 
excess of 1,500 units. Tractor imports 
last year totaled 700 units. 
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Memo from the Editors 


World Report 
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Can Russia and her eight neighbors to the West get along with- 
out the rest of Europe? The Soviet has asserted its economic control 
over these nations and divorced them from any share in the planning 
for European recovery. Yet economic necessity may still break down 
the barrier that is rising between East and West. What this may mean 
to trade is explained in a dispatch on page 5. 


Russians in Germany keep secret most of the vital information 
about economic developments in their zone. Enough news leaks out, 
however, to hint that the Russian zone, industrially, has been doing 
much better than Western Germany. But problems lie ahead for the 
Soviet administrators. In a dispatch on page 10, you get an appraisal 
of developments inside the Soviet area. You also get an impressive look 
at coming events that may force the Russians, however reluctantly, 
to join the Allies at last in unifying postwar Germany. 


The U. S. loan to Britain is a year old and more than half ex- 
hausted. Government planners, both in Washington and London, now 
are asking whether the $3,750,000,000 credit has done what it was 
supposed to do. On page 26 of this issue, a dispatch from London and 
Washington outlines the performance of the loan so far—its merits and 
shortcomings—and explains what may be expected in the financial deal- 
ings between the U. S. and Britain. 


The future of German business will have a big impact on the 
U.S. The new directive to the U.S. occupation forces there places a 
heavy emphasis on trade. It is the first complete revision of U. S. policy 
there since May 1945. You'll find the complete text of this basic docu- 
ment on page 33. 


Two months ago, World Report predicted a downward turn in 
U.S. exports to Latin America. At that time, the news was all of an un- 
precedented trade boom. In the May 27 issue, we outlined the coming 
measures that would force a drop from those boom levels. 

Now those measures have been put into effect. Our dispatch on page 
16 brings you up to date, then tells you what to look for next. 


importing firms are sending representatives to Korea, What they 
hope to get there and the actual trade outlook are set out on page 12. 
Behind these immediate activities, the dispatch brings you an analysis 
of political crosscurrents and prospects for unification and long-range 
upbuilding of the area. It explains how coming events will soon clear 
up some debated points about the controversial Syngman Rhee, whose 
photograph is on our cover. 


The Editors of “World Retort” 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of July 29, 1947 
Volume 3, No. 5 


It's a better than even chance that bankable loans will be arranged, fresh 
credits opened and industry aided in Japan before there's new help for Europe. 


When it comes to a timetable for action..... 

These are quick assets for financing Japan: 

Textile capacity that can be mortgaged for production loans. 

A gold stock pile that can serve as collateral for long-term loans. 

In terms of dollar credits, the probable results are: 

A_ $50,000,000 loan to supply fibers for textile processing. 

Working capital up to $500,000,000, against gold, for raw materials. 

Both transactions, now in prospect, are small compared to multiple billions 
being calculated for Europe. Real significance is this: U.S. authority in Japan, 
in a pinch, is ample to move rapidly, to use Japanese resources, including seized 
stocks of gold, for reconstruction financing. The prevailing idea in Washington 
is to give Japan a shot in the arm, to follow through with MacArthur in putting 
Japanese industry back in a position to earn a living. 


Actually, Japan's position requires prompt action..... 

Industrial activity is barely a third of the prewar rate. 

Essential raw materials are lacking in necessary quantities. 

Worker efficiency is reduced by damaged and obsolete equipment. 

Inflation in living costs, already great, continues to grow. 

Labor unrest thrives on food scarcities and clothing shortages. 

In this situation, the U.S. is unwilling to continue spending millions of 
dollars to feed 75,000,000 Japanese. Instead, the U.S. is deciding now to direct 
surplus manpower into productive employment, insist on industrial performance. 
A basis is to be laid for a freer exchange of goods with the rest of the world. 


In selecting priorities for the revival of Japan..... 

Silk, due to synthetic competition, is less in favor than before the war. 
A 75,000-bale rate for export is likely as compared with 500,000 bales previously. 

Silk fabrics are to be sold abroad at a gradually rising rate. 

Woolen textiles, mixed with other fibers, are to be exported moderately. | 

Cotton textiles are to get preferred treatment. A current rate, one fourth 
of prewar activity, is to be advanced steadily, perhaps doubled by 1950. 

The future of rayon, in which Japan once dominated, is an unsettled point. 
Chemicals necessary for rayon production also have a war potential and controls 
would be essential to prevent abuses. A new study of controls is being made. 





(over) 
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Even the revival of cotton textiles has its difficulties..... 

Raw cotton, up to 900,000 bales from the U.S., will be gone by August. 

New imports, an estimated 250,000 bales, are not due before September. 

Pending orders from 27 countries for finished goods total $95,000,000. 

The textile problem in Japan is one of pressing for more and more output. 
A seller's market in cheap cloth exists throughout most of the countries of 
Asia. A severe shortage of incentive goods, such as cotton textiles, tends in 
turn to reStrict the production of food, notably rice. | 








T= the larger outlook, the world food picture, this is clear: 

European harvests, still below 1946, are better than expected. 

Abundance of potatoes is a new and favorable factor. 

Feeding of livestock appears certain to improve. : 

Bread rations, however, are not to be raised immediately. 

The preference in Europe is to keep rations low and to use any surpluses to 
improve reserves or to economize on grain purchases in the U.S. As expected, the 
grain outlook in Russia is improving. It is increasingly certain that Russia 
will be in a position to offer to supply limited quantities of grain to nations 
that Russia recruited for her sphere of influence in Eastern Europe. 














As to the European effort to qualify for more U.S. aid.cce. 

Great Britain will find that U.S. expects more than oratory about damaged 
countrysides as a basis for handing out additional dollars. 

France will learn that U.S. is determined to boost German production. 

Italy will have to show more enthusiasm for internal reforms. 

Secretary Marshall, out of long experience, is keenly aware of the part that 
preliminary maneuvers play in deciding an important campaign. He is standing pat 
on his insistence that Europe must take the initiative, must satisfy the U.S. of 
her ability to make productive use of any new working capital. 








What European nations now want to do is to display some unexpected assets, 
to demonstrate that, after all, they are good credit risks. For example: 

France suggests full use of colonial resources in speedy reconstruction. 

U.S. machinery would cut African timber, reduce lumber buying in the U.S. 

Minerals from Algeria would be offered to the U.S. for stockpiling. 

Bauxite from French areas in Latin America also would be available. 

The new borrowers are gradually awakening to the reality that a maximum of 
European co-operation will have to be demonstrated in order to win approval of 
additional financing from the U.S. Congress. That's the real drift, too, behind 
Britain's hint that the entire Empire would share in the responsibility for any 
new and concerted scheme for recovery. Britain fears that she will be regarded 
as just another applicant for aid, not a preferred debtor. 














As to the current tension over fighting in Greece..... 

Britain has a small carrier force in the Mediterranean “in training." 

U.S. has cruisers and destroyers also on display in the Mediterranean. 

British troops in Greece have been reduced to less than 5,000. 

The present scope of border fighting doesn't suggest a full-scale battle. 
It would, in all probability, take an unusual provocation, an open invasion by 
land forces from Russia, to set off a major war in Greece. 
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OBSTACLES TO 


RUSSIA’S PLAN 


Interdependence of East and West as a force 
for continued trade. U.S. 5S. R.'s inability to fill 
needs of countries under her domination 


Serious flaws are showing up in Soviet 
Russia’s plans for Europe. 

Basic trouble is that the eight countries 
that join Russia in rejecting the Marshall 
Plan for European recovery are finding 
that they cannot make much headway 
without the markets and the goods that 
the Marshall Plan countries can supply. 

In trying to turn Eastern Europe away 
from the West and gear it to her own 
Five-Year Plan, Russia is bucking a 
strong current. On the whole, the trade 
of the Soviet-dominated area with West- 
ern Europe and America has been in- 
creasing during recent months, not drop- 
ping off. It will be difficult to reverse the 
process, 

The biggest traders in the Russian 
sphere—Czechoslovakia, Poland and Fin- 
land—all are developing a brisk and grow- 
ing trade with the West. In the case of 
Poland, the percentage of exports going 
to Russia has been dropping sharply. 
@ Swing toward the West is a reaction 
against the near-monopoly Russia held 
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JOSEPH STALIN 


over the economy of most of Eastern 
Europe immediately after the war. Al- 
though Russia now may try to reverse 
this trend in an effort to hinder the Mar- 
shall Plan, she will find herself fighting 
strong economic forces. 

Tradition favors trade with the West. 

As shown in the chart on the next page, 
the Soviet Union and her present satel- 
lites always have depended on Western 
Europe and America for the bulk of their 
imports, while their trade with each other 
has been negligible. 
_ The tradition is based upon economic 
realities. Normally, the U.S.S.R. and 
countries in the Soviet sphere don’t have 
much to trade with one another. In gen- 
eral, they produce the same exports—food 
and timber—and need the same imports 
—mainly machinery and manufactured 
goods. 

Urgent needs of the countries of East- 
ern Europe are for machinery and other 
capital equipment which Russia cannot 
spare and which they cannot produce in 
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CZECHOSLOVAKIA’S BENES 
Russian economic control is weakened when satellite leaders seek trade with the West 
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large enough quantities to meet their 
own needs. 

Import requirements for capital equip- 
ment for the eight countries that followed 
Russia in scorning the Marshall Plan will 
run around $900,000,000 annually for 
the next few years if industrialization 
plans are to be fulfilled. But only about 
one fifth of that amount will be available 
from the countries behind the Iron Cur- 
tain. For the rest, they will have to look 
to the West. 

Trade agreements that now link Russia 
and her satellites with most of the 
countries of Western Europe are not 
likely to be abandoned. 

The significant thing is that such East- 
West trade pacts have taken a great spurt 
in the last 18 months, a definite indica- 
tion that the two economies are coming 
closer, not drifting aparf. 7 

It is true that Eastern European coun- 
tries also have spun a web of trade 
agreements among themselves, but many 
of these arrangements have not resulted 
in any substantial increase in trade be- 
cause of price difficulties, poor trans- 
portation and lack of materials. 

Transportation in Eastern Europe is 
neither equipped nor designed to carry a 
large volume of trade between the coun- 
tries of the area. It would take many 
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PROBLEM FOR TWO WORLDS 


Soviet Sphere’s Dependence on Western Trade 


Before the war Soviet 


sphere supplied 9.5 per 
cent of the imports enter- 


ing Marshall Plan area. 


61 per cent of all prewar 
imports to Soviet sphere 
came from countries in 
the Marshall Plan area. 


Eastern Europe's Weakness 
Percentage of total prewar imports: 


from 


Marshall Plan 


area 


Bulgaria... .... 81 
EE RE: i 
Romania ...... 70 
Hungary ...... 63 
Yugoslavia ...... 63 
Czechoslovakia . . 59 
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Russian 
sphere 
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10 


23 


27 


22 


from 
rest of 
world 
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13 
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10 


15 


24 


38 
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years to develop an expanded transporta- 
tion network. 

Russia’s own planning has not favored 

large investments in Eastern Europe. The 
Russian schedule reveals that her maxi- 
mum efforts for industrial development 
are to be concentrated in Central Siberia, 
the Urals and the Far Eastern provinces, 
not in Eastern Europe. 
@ Country-by-country examination of 
the nations that follow Russia’s lead away 
from the Marshall Plan shows that, while 
they may become an increasingly solid 
political bloc, they are anything but an 
economic bloc. 

Czechoslovakia is a good example of 
the troubles Russia faces if she tries to 
cut off Eastern Europe from Western 
trade. Except for Russia herself, Czecho- 
slovakia is in the biggest concentration of 
industrial power in the Eastern group of 
nations. 

But Czechoslovakia is geared to trade 
with Western Europe and the U.S., not 
with Russia and Eastern Europe. In fact, 
Russia and Eastern Europe in the first 
four months of this year were able to fur- 
nish only 12 per cent of Czechoslovakia’s 
imports and could take only 15 per cent 
of her exports. 

Soviet Russia and her satellites stand 
far down on the list of Czechoslovakia’s 
trading partners. The top three are Switz- 
erland, the U.S. and the Netherlands, in 
that order. 

To keep her industries going, Czecho- 
slovakia needs iron ore, rubber, hides, 
cotton and replacement parts from the 
West. For that reason, she must transact 
at least two thirds of her total trade with 
the West or suffer a drop in production. 

Poland needs trade with the West 
nearly as much as does Czechoslovakia 
and is out to get it. The trend of Po'ish 
trade in recent months has been steadilv 
westward. In 1945, 80 per cent of 
Poland’s international commerce was 
with Russia. Since then, Russia’s share 
has dropped to less than 50 per cent. It 
probably will drop lower still. 

The main thing Poland has to sell 
these days is coal, which will buy far 
more in Western Europe than in Russia 
and Eastern Europe. Thus, in spite of 
Poland’s refusal to participate in the 
Marshall Plan, it is likely that Polish coal 
will continue to help the recovery of 
Western Europe. Russia cannot use much 
more Polish coal than she is already get- 
ting, and the long haul to Russia is 
uneconomic. 

Poland badly needs capital equipment 
from the West for her Three-Year Plan 
of reconstruction and development. This 
program calls for a total investment of 
$3,150,000,000, and Poland will need at 
least $600,000,000 worth of equipment 
on long-term loans from the West to meet 
her goals. 

Finland is tied to Russia until 1952 by 
heavy reparations. Meanwhile, however, 
she is looking mostly to the Western 
world for normal commerce. Before the 
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war, ‘Finland got 90 per cent of her 
imports from the West. Even today, her 
main sources of equipment and manu- 
factured goods are the United Kingdom, 
Scandinavia and the United States. Fin- 
land’s best market and source of supply 
today is Great Britain, not the Soviet 
Union. 

Finland can maintain and expand her 
production only if she is allowed to trade 
with the West. 

Yugoslavia, recently has begun to take 
more interest in trade with the West. As 
one diplomat put it, “Yugoslavia is be- 
ginning to learn the economic facts of 
life;” namely, that only the West can 
supply many of the things she needs for 
her ambitious Five-Year Plan. 

The amount of material Yugoslavia 
will need from the West can be judged 
from the scope of her development pro- 
gram. By 1951, she hopes to have four 
times the electric power and three times 
the coal and steel production she had be- 
fore the war. Whole new industries are 
to be built. 

Yugoslavia also is beginning to feel the 
need for parts and replacements for 
thousands of U.S. trucks and hundreds 
of U.S. tractors supplied by UNRRA. 

Hungary needs imports from the West 
to replace the industrial and agricultural 
equipment removed or destroyed. For 
the time being, however, Hungary has 
almost no way to pay for such imports. 
Reparations requirements and _ trade 
agreements with other countries behind 
the Iron Curtain leave Hungary very 
little to sell to the West. Russia and 
Hungary recently concluded an agree- 
ment for the exchange of about $30,000,- 
000 worth of goods in the year ending 
July 31, 1948. 

Bulgaria before the war got 84 per cent 
of her imports from the West, but her 
volume of trade is so sma!l! that Russia 
can afford to keep her supplied with cer- 
tain essentials. In return, Russia is taking 
most of Bulgaria's exports, including her 
entire exportable surplus of tobacco, the 
biggest item in Bulgaria’s external com- 
merce. 

Romania is suffering from exhaustion 
in every branch of her economy. It may 
be difficult for Russia to keep Romania 
permanently shut off from Western 
sources of the machinery she desperately 
needs. 

Albania may soon find herself in the 

same embarrassing position as Yugoslavia 
—committed to big development plans 
but lacking the heavy equipment that 
can come only from the West. 
@ Prospect is that trade relations be- 
tween Eastern and Western Europe will 
be maintained despite the political split. 
None of the countries dominated by Rus- 
sia are likely soon to break discipline and 
join in the Marshall Plan, but much of 
their coal and timber probably will be 
available to help the recovery of West- 
ern Europe. 
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WESTERN ALLIES’ 3-WAY SPLIT 


Threat to Marshall proposals in French fear 
of reviving industry of ancient enemy and in 


Anglo-U. S. differences over socializing mines 


Reported from LONDON, 
PARIS and WASHINGTON 


Disagreement over Germany is split- 
ting the Western Allies and endangering 
the Marshall Plan even before it comes 
off the drafting board at Paris. 

Up to now, the 16 nations of Western 
Europe conferring in the French capital 
have achieved some sort of record in 
diplomatic negotiations. In a matter of 
days, rather than months, they have set 
up international machinery for deter- 
mining exactly how much Europe can do 
for itself, and how much help it will 
need from the United States. 

On the American side of the Atlantic, 
at the same time, the U.S. House of 
Representatives has made two significant 
moves. The House is creating a special 
committee, paralleling the three ap- 
pointed earlier by President Truman, to 
see for itself how much aid the United 
States can and should give Europe. 
Thus the branch of Congress that initi- 
ates appropriations will be ready to 
consider proposals from Europe about 
as soon as they are made. 

Leaders of the House, in the second 
place, have resolved earlier doubts about 
the wisdom of large grants for aid to 
Greece and Turkey, and for relief else- 
where. In European capitals, this news 
shapes up as a good omen for later 
help under the Marshall Plan. 

But now comes a major controversy, 
within the Western world, over the role 
Germany should play in the reconstruc- 
tion of Europe. The issue is souring rela- 
tions among France, Britain and the 
U.S., offering the Russians a handy 
weapon of propaganda, and giving Com- 
munists both in Western Europe and in 
America a new stick with which to be- 
labor any U. S. activity on the Continent. 
@ Crucial question is how much West- 
ern Germany ought to be allowed to 
produce. Of equal importance is the de- 
cision on how the Allies are to supervise 
German production. Final question is 
where, and on what terms, the products 
of Western Germany's mines and fac- 
tories are to be marketed. 

Critical area, for all practical pur- 
poses, is the Ruhr. The Ruhr has the 
capacity to produce most of Germany’s 
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coal, steel and heavy manufactures. At 
present, however, coal is coming out of 
Ruhr mines at only half the prewar rate. 
Steel mills, limited by the Potsdam Agree- 
ment to 30 per cent of prewar output, 
are turning out less than half that much. 

An American proposal, aimed especial- 
ly at the Ruhr, now would make this 
area the hub around which the whole 
Marshall Plan for Europe might revolve. 

The idea would be to boost the level 
of industry in Germany from 55 per cent 
of prewar, as laid down at Potsdam, to 
around 75 per cent. Coal would have first 
priority, with the hope that in a couple of 
years production could be raised to the 
prewar rate of 450,000 tons a day. But 
steel, second only to coal in industrial 
importance, also would have its target 
raised from the present limit of 5,800,000 
tons a year to about double that. 


French objections to the American’ 


proposal reached Washington, however, 
just as the official U.S. statement was 
about to be made public. Henri Bonnet, 
French Ambassador to the U.S., paid a 
special visit to the State Department the 
other day to oppose any such increase in 
Germany's production. 
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THE PROBLEM OF FOOD: U.S. delegates at the Paris wheat conference 


OVER RUHR 


France fears that restoration of Ger- 
man steel to anything like double the 
present limit will mean the ultimate re- 
vival of a strong Germany. Having been 
invaded three times in 75 years by a 
strong Germany, the French want to pre- 
vent any possibility of a fourth attack. 

In addition, the French thought it was 
the idea of the Allies to encourage the 
countries invaded by Hitler to build up 
their production at the expense of Ger- 
many. Paris officials therefore count on 
raising output of the French steel indus- 
try to 15,000,000 tons while keeping the 
German level where it is now. 

What is needed in the Ruhr, the 
French insist, is more coal, but not steel. 
And the way to get more coal, they say, 
is to set up an international authority 
that would own, manage and control the 
area. The British are invited to yield 
their exclusive management to an Allied 
board of directors. 

The British prefer the American to 
the French position on Germany’s level 
of industry, but disagree with both on 
how the Ruhr should be run. 

Coal and steel ought to go up together, 
London says. The point is that Germans 
will have little incentive to mine more 
coal unless they know some of it is going 
into the reconstruction of their own coun- 
try. On the question of a higher level of 
industry for Western Germany, there- 
fore, the British and the Americans are 
both voting yes. 

On the issue of control over Ruhr 






Etats Unis 
+ AMERIOLE 





| 


| 


ee i ee 





ee ee ee 








re 


mines and industry, however, London 
frowns on the French idea because it 
would mean that the British would no 
longer run their own zone of occupation. 
On the other hand, the American idea 
of reviving private industry is opposed 
by Britain’s Socialist Government, which 
favors nationalizing the mines and steel 
mills of the Ruhr. 

Additional controversy among the Al- 

lies will emerge when it comes time to 
distribute the products of a rebuilt Ruhr. 
Then France, Britain and the U.S. will 
have to decide how Ruhr industries, sub- 
sidized largely by American loans, are 
to compete in world markets with the 
output of each of the Allies. 
@ Immediate issue primarily. concerns 
Ruhr coal. This is what all the Western 
Allies want first. Without a great deal 
more coal from the Ruhr, in a hurry, 
chances for European recovery and for 
success of the Marshall Plan are poor. 

Trouble is, that the British and Ameri- 
cans can’t agree on how to increase out- 
put in the Ruhr. A Washington meeting, 
called to solve the problem, ran into 
Anglo-American differences before its 
opening session. 

It is agreed that Ruhr miners need 
more and better food and housing, as 
well as consumer goods on which to 
spend their wages. U.S. officials insist 
that German farmers can provide more 
of Germany’s food. It also is agreed that 
the mines of the area need new pumps, 
conveyors, electrical equipment and 
other supplies. 

It is not agreed how these needs are to 
be met. Disagreement runs to the basic 
issues of administration, of control and 
ownership of the mines, and of paying the 
bill. 

The British would let the Germans take 
charge of the mining operation, provided 
the mines were socialized. British techni- 
cians would work alongside the Germans 
to expedite production. But since London 
is running out of dollars, the full bill for 
the increased supplies of food, consumer 
goods and mining materials might have 
to be borne by the U.S. As it is, British 
and Americans share the expense equally. 

The Americans, noting British difficul- 
ties with coal production at home as well 
as in the Ruhr, prefer to keep German 
mines under private ownership, with 
American technicians spurring the miners 
on. The U.S. idea, further, would be to 
give coal a clear priority such as it has 
not had under British administration of 
the Ruhr. As for paying the whole bill, 
American officials want to see what the 
total cost of the Marshall Plan is to be be- 
fore committing themselves on the Ruhr. 
@ Allied compromises on these immedi- 
ate issues are thus the first order of busi- 
ness in Washington, Paris and London. 
If the Western Allies can’t agree on run- 
ning Western Germany, European re- 
covery via the Marshall Plan is not a 
bright prospect. 
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—— Dispatch 


COMING ECONOMIC LAG IN SOVIET GERMANY 


How shortage of materials, opposition of 
local businessmen and high prices will 
hobble area in production race with West 


Reported from BERLIN 


The production race now getting un- 
der way between East and West in 
Germany comes at the wrong time for 
Russia. 

An on-the-spot survey of the Soviet 
occupation zone of Germany shows that 
this area, more prosperous than Western 
Germany during the last two years, is 
now heading toward an economic slump. 

A new directive to U.S. Military Gov- 
ernment in Germany (see text on page 
33) clears the way for the U. S. to spend 
more millions of dollars to put industry 
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in the U.S., British and perhaps also 
the French zones into higher gear. 
Meanwhile, in the Russian zone, lack 
of raw materials is beginning to pinch 
hard. An industrial slowdown is close at 
hand. 

Thomas F. Hawkins, World Report 
staff correspondent in Germany, says in 
a dispatch from Berlin that conditions 
in the isolated Russian zone are expected 
to get worse in the months ahead, while 
conditions in the combined Western 
zones improve. 

Russia’s Germany, well supplied with 
farmland and machinery, is short on in- 
dustrial raw materials. The chart on page 
11 shows what the zone contained before 
the Russians moved in. Here are details of 
what the Russians have done with it, as 
reported by Correspondent Hawkins: 

@ Food supply of the Soviet zone, while 

far from good, has been no worse than in 
Western Germany. Last week, however, 
the Soviets agreed to a four-power tour 
of food-producing areas in their zone. 
This may indicate growing Russian con- 
cern with food supply. 

Population of the Russian zone is now 
two-fifths greater than in 1939, swollen 
by an influx of Germans expelled from 
former Reich territory now administered 
by Poland. The Poles have taken over 
much of Eastern Germany’s richest farm- 
land. 

Farm output in the remaining: acres is 
below schedule. Land reform instituted 
by the Russians split up the large Junker 
estates into small parcels of about 20 
acres each, with a consequent loss of 
farming efficiency. Grain production in 
the Soviet zone is about half of average. 
The Germans blame this on land reform, 
but shortage of fertilizer, farm equip- 
ment and transportation are contributing 
factors. 

Hoarding by farmers is less wide- 
spread than in Western Germany, perhaps 
because of stern Russian discipline. Ir- 
regularity in food deliveries from farms to 
cities is just beginning to be a problem. 

Large-scale food imports that have 
supported the British and American oc- 
cupation zones are nonexistent in Eastern 


Germany. The Soviet zone gets imported 
food only in exchange for exported goods. 
As a matter of fact, the Russians take 
large quantities of food out of their zone 
and use local food to supply their troops. 

Ration levels in spite of all this, have 

been about equal to those prevailing in 
Western Germany and sometimes have 
been much better. City dwellers with ra- 
tion cards have been able to. count on 
getting about 1,500 calories a day, while 
in Western Germany these minimum ra- 
tions are not being met. Several classes 
of specially favored workers get much 
bigger rations in the Soviet zone. Those 
who do not work find it hard to get a 
ration card. 
@ Industrial production in the Soviet 
zone is comparatively high. Trouble lies 
ahead, but the factories have not yet 
felt it. 

The over-all production rate is 75 per 
cent of the prewar average. This is al- 
most double the rate in the U.S. and 
British zones. Potash production, for 
instance, showed an increase of 15 per 
cent in the latter half of 1946. Steel out- 
put increased 250 per cent during the 
year, textile spinning almost tripled, foot- 
wear production increased by almost one 
fourth, synthetic rubber output was 
doubled. 

Russia's policy of using German fac- 
tories to provide reparations out of cur- 
rent production is the basic reason for 
this high rate of activity. It is generally 
believed that Russia is taking 70 per 
cent of German output as reparations and 
another 10 per cent as imports. 

Large stockpiles of industrial raw ma- 

terials left behind in Eastern Germany 
by the defeated Nazis help to maintain 
this activity. The trouble is that these 
supplies are almost used up now. Full 
replacements are not in sight. But while 
the stockpiles last, industry can work at 
boom rates. 
@ Dismantling of factories for repara- 
tions, while extremely serious, leaves the 
Russian zone still second only to the Ruhr 
in industrial potential. 

Early Russian policy was to ship fac- 
tories home wholesale. After a while, 
however, the Russians discovered that a 
factory left in place in Germany could 
turn out more reparations goods than a 
German factory transplanted to Russia. 
As a result, factory removals have been 
virtually discontinued. 

Now the Russians are leaving many 
plants in Germany which they could 




















legally remove, if they wished, as excess 
plant capacity. 

Russian figures mad» public last spring 
show that in steel, for instance, the Rus- 
sians left capacity for 442,000 tons in 
Germany, whereas they could have left 
only 390,000 tons. An Allied agreement 
authorized the Russians to leave 40,000 
tons of chlorine capacity. They are leav- 
ing 144,000 tons capacity. The Russians 
were authorized to take away all the Ger- 
man plants for synthetic fuel in their 
zone. They are leaving plant capacity for 
500,000 tons. This is the picture in almost 
every industry. 

@ Trade between the Soviet zone and 
the rest of Europe has been active. 

The most important trade pact is with 
adjoining Poland. This year, goods to 
the value of $30,000,000 are being ex- 
changed with Poland. Poland is receiv- 
ing fertilizers, synthetic fuel and chemi- 
cals. In return, the Soviet zone is getting 
Silesian coal and coke, benzol and other 
coal derivatives. 

Through other agreements, the Soviet 
zone sends potash fertilizer and chemi- 
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cals to the Netherlands and Norway, get- 
ting fish and pyrites in return. The zone 
also has important trade agreements with 

Switzerland, Czechoslovakia and Yugo- 
slavia. 

Trade with other occupation zones of 
Germany is important. In the first half 
of 1947, the Russians exported goods to 
the value of $31,000,000 to Western 
Germany, mainly grain, potatoes, sugar 
and vegetables. The Russians complain 
that they have received in return goods 
worth only $21,250,000, mainly coal, 
iron and steel from the Ruhr. The Rus- 
sians suspect that the Western zone 
authorities are holding out on them for 
political reasons. 

@ A slump is in prospect for the Soviet 
zone, however, as Western Germany looks 
forward to a revival stimulated by Ameri- 
can dollars. 

German businessmen who still con- 
trol their plants in the Soviet zone want 
a bigger share of export profits. About 40 
per cent of plants in the zone have been 
socialized or taken over by the Soviets. 
But in the remainder many businessmen 
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are staging a quiet sitdown, waiting for 
better terms from the Russians. 

Prices of goods produced in the Rus- 
sian zone are set far above those in world 
markets, As a result, many potential 
customers are refusing to buy. 

Raw materials are the zone’s biggest 
problem. The Ruhr is the only logical 
source of supply for the quantities of coal, 
iron and steel that the manufacturing 
plants of the Soviet zone require. 

To deal with the worsening situation, 
the Russians have created an Economic 


Commission of Germans with practically 


dictatorial powers over production, sup- 
ply and distribution. The Commission 
can fix quotas, decide on trade deals and 
direct all other economic activities. 

To solve its problems, however, the 
Russian zone of Germany must find a 
way of getting industrial raw materials. 
This hunger for raw materials is what 
causes Western officials to believe that, 
eventually, the Russians may be forced 
by circumstances to join their zone in 
economic co-operation with the rest of 
occupied Germany. 
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WHAT IS CAUSING DELAY 
IN FREEDOM FOR KOREA 











Adamant stand of rightist leader Rhee that 
contributes to U.S.-Russian deadlock. Soviet 


doubt that America will build up its zone 


Reported from SEOUL 
and WASHINGTON 


U.S. negotiations with the Russians 
to unify Korea are heading for a crack-up 
that could push far into the future the 
time when 28,000,000 Koreans can ex- 
pect their independence. 

A dispute over which Korean groups 
are to be consulted by the Soviet-Ameri- 
can Commission on the future govern- 
ment of the country now has the nego- 
tiations deadlocked. The Russians want 
to exclude virtually every Korean who 
has spoken for immediate independence. 
@ Weakening the U.S. hand in nego- 
tiating with the Soviets is Dr. Syngman 
Rhee, leader of the powerful rightist 
factions who wants to be Korea’s first 
President. 

The U.S.-educated Rhee is a violent 
opponent of trusteeship that would put 
Korea under four-power control for five 
years. His explanation is that, under 
trusteeship, he would be unable to fight 
communism. But most U.S. officials in 
Korea feel that Rhee fears his powers 
would be trimmed severely if Korea 
should get a unified government. 


Demonstrations against trusteeship, in- 
spired by Rhee and his followers, are 
flaring up throughout the U.S. zone. To 
the Russians, these demonstrations are 
tantamount to treason. To the U. S., they 
are embarrassing because Washington is 
committed to trusteeship for Korea. 

Relations between Lt. Gen. John R. 
Hodge, the U.S. military commander, 
and Rhee, his ex-political adviser, are 
strained to the breaking point. 

A general election, tentatively set for 
September, may serve to clarify the po- 
litical picture in Southern Korea. To be 
chosen is a new legislature, replacing the 
present one, half of whose members were 
elected and the other appointed by Gen- 
eral Hodge. The election should show 
the true strength of Dr. Rhee, who claims 
to have overwhelming popular support. 
In addition, it will show the power of 
the Communists. U.S. observers believe 
that the Communists will not poll more 
than 20 per cent of the votes in the 
U.S. zone. They also think that Rhee’s 
followers are losing ground. 
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GEN. HODGE AND RUSSIANS: There was little to smile about 
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@ American policy, to bolster Southern 
Korea's economy, now is facing revisions 
that also are contributing to the stiffen- 
ing attitude of the Russians. 

U.S. officials in Korea, who expected 
to get $210,000,000 for the current fiscal 
year to rebuild their zone, now see little 
chance of getting more than $137,000.- 
000 from the U.S. Congress. It was an 
announcement that the U.S. would go 
ahead and independently rebuild South- 
ern Korea that caused the Soviets to 
resume negotiations for unifying Korea. 
Now Russia suspects that the Americans 
are bluffing. 

With financial aid for Southern Korea 
limited to $137,000,000, U.S. officials 
have only enough to fill minimum reliet 
needs. Nothing will be left to start re- 
building the economy and _ furthering 
trade revival. 

World commerce is being resumed on 
a private trading basis this month U S. 
occupation officials hope that Southern 
Korea will realize $10,000,000 a year 
from her present supply of exports. This 
figure could be enlarged if Korea could 
get such items as fertilizer for her rice 
industry and tin cans for her marine 
products. 

Overseas traders already are arriving in 
Southern Korea, where such items as 
tungsten, graphite, mica, lead, zinc, por- 
celain clay, marine products, raw silk and 
handicraft goods are available for export 
in limited quantities. 

@ One Korea, instead of a country now 

divided at the 38th Parallel, nevertheless, 
still is the ultimate goal of U.S. policy. 
The reason: 

United, there is a chance that Korea 
may become economically self-sufficient, 
possibly by 1951. 

Divided, it would be necessary for the 
U.S. to finance the economy of the 
Southern zone indefinitely. 

The main needs of the South are 

fertilizer and coal, which can be obtained 
from the North. The North is suffering 
from a shortage of rice that eventually 
could be supplied by the agricultural 
South. The uniting of the North and 
South, therefore, would vastly enhance 
the value of any American aid, since it 
would hasten the time when Korea as a 
whole could achieve self-sufficiency. 
@ Continued negotiations, thus, are in 
prospect for a merger of Korea’s Northern 
and Southern zones, which for the last 
22 months have pursued different eco- 
nomic and political courses. But a high- 
level agreement in mid-August, when 
Washington and Moscow are to review 
the progress of the discussions in Korea, 
now appears the only hope of breaking 
the existing deadlock. 
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DIFFICULTIES IN MAKING | 


GREECE A STABLE NATION 


Military, political and economic problems 


confronting Washington mission. Crucial 


test of policies combated by the Kremlin 


Reported from ATHENS, 
ROME and WASHINGTON 


Americans inside Greece now are deal- 
ing with the hard realities of checking 
Communist expansion. 

Under a civilian, Dwight P. Griswold, 
thrice Governor of Nebraska, a few hun- 
dred Americans, backed up by U. S. dol- 
lars and prestige, are trying to create 
order and stability in a situation bristling 
with danger. 

Because Russia is encouraging Greek 
Communists and the governments of Al- 
bania, Yugoslavia and Bulgaria to oppose 
the Athens Government, the conflict in- 
side Greece boils down to a crucial test 
of conflicting U.S. and Russian policies. 
@ Trouble on three fronts in Greece is 
worrying Griswold and his aides. 

Immediate danger is on the military 
front. Communist-led guerrillas, who are 
getting help from Russia's allies across 
the frontier, are trying to bite off a por- 
tion of Northern Greece extending from 
the Adriatic to the Aegean. 

The area involved, if ruled by Greek 
Communists, would give Russia a strong 
hold on the Eastern Mediterranean. The 
U.S. is determined to keep Greece intact 
under a Government freely elected by 
Greeks, 

U.S. military activity is confined to 
bolstering up the Greek Army of 110,000 
men with arms, advice and _ training. 
About $35,000,000 worth of U.S. Army 
military supplies, including arms, muni- 
tions and planes, are on their way to 
Greece. An additional $115,000,000 is 
earmarked for military aid. The Ameri- 
can military mission of 62 officers and 
men is studying the Greek Army to de- 
cide how this money is to be spent. 

Greek Army morale is not high. The 
Athens Government plans to call an addi- 
tional 20,000 men to arms, but the Greek 
command is having trouble with the con- 
scripts. Army policy is to put Communist 
sympathizers into labor battalions. As a 
result, many Greeks are calling them- 
selves Communist sympathizers to escape 
front-line duty. In addition, politics di- 
vides the Greek Army. 


Political threats to the U. S. mission are 
constant. They revolve around the re- 
luctance of Greek monarchists to seek 
the co-operation of Greek liberals. 

As Griswold arrived in Greece, the 
police rounded up 4,000 persons as sus- 
pects in a plot for a Communist uprising 
within the country. The arrests are con- 
tinuing, and thousands of Greeks are in 
island prisons in the Aegean Sea. Many 
of those imprisoned are not Communists, 
but liberals and leaders of trade unions 
who have been opposing the Government 
by legal methods. 
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Administrator Griswold (left) with European Relief Chief R. E. Allen 


As a short-term aid to Greek stability, 
the Americans are urging a shake-up in 
the Government under King Paul. If the 
Greek Government is prepared to take 
U.S. advice along with U.S. dollars, 
right-wing extremists who want a strong 
dictatorship in Greece are to be weeded 
out of the Government and the Army to 
make room for Greek liberals. 

Long-term task of the Americans in 
Greece is to guide the country toward 
economic stability. Half of the $300,000,- 
000 authorized by Congress will go for 
that purpose. The bulk of the $150,- 
000,000 to be devoted to that end 
is temporarily allocated as follows: $19,- 
000,000 for agricultural rehabilitation, 
$48,000,000 for reconstruction of trans- 
port and industry, $75,000,000 for 
the purchase of food and clothing and 
other essential goods, $3,000,000 for a 
public health campaign and $1,500,000 
for training Greeks in industry and 
government. . 


@ The pattern cut out for U. S. action in 

Greece is to be altered to fit develop- 
ments. Drought and civil war together 
have led to a 30 per cent drop in ‘the 
grain harvest from last year’s 1,223,000 
tons, thus boosting grain imports by 
$80,000,000. 

The fighting in Northern Greece is pre- 
venting Americans from setting a fixed 
pattern for Greek aid. For the present, 
U.S. planning is to be aimed at meeting 
the immediate danger in Greece that is 
appearing on the military front. 
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EUROPE’S DANGER IN BRITISH COAL SLUMP 


Likelihood that planned exports will be held 
up, hampering Continent’s recovery. Attlee 


Government's harsher stand toward miners 


Reported from LONDON 


Britain’s ability to whip up its faltering 
coal production is to have a lot to do with 
the long-range success or failure of the 
Marshall Plan for Europe's recovery. 

The longer it takes Britain to get back 
into the business of exporting coal to 
Europe, the longer Europe is going to 
have to get along on its own insufficient 
supply, looking to the U.S. for help. 

For this reason, the U.S. and Euro- 

pean countries are worried about troubles 
developing in Britain’s coal mines. 
@ A lag in coal output is showing up 
just as Britain is trying to estimate how 
soon British coal can be exported to the 
Continent, 
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Emanuel Shinwell, Britain’s Minister 
of Fuel and Power, is saying that Britain 
must export some coal by 1948. This will 
require a production rate of 230,000,000 
tons a year. 

At present, however, with more miners 
working under better conditions than at 
any time in the last year, weekly produc- 
tion is 100,000 tons below the average 
for May, when output was over 4,000,000 
tons a week. If this lag continues, Britain 
in 1947 will fall at least 15,000,000 tons 
short of the 200,000,000 tons set as the 
minimum for her own economic safety. 

These are the factors holding down the 
output of coal: 


__March _ 


Recruiting of new miners is slacking 
off after rising through the first six months 
of 1947. At the beginning of the year, 
about 1,000 new miners were entering 
the pits each week. Now there are less 
than 300 recruits a week. The past record 
and the outlook for the rest of 1947 are 
shown on the chart below. 

Absenteeism, which dropped off when 
the five-day week was put into effect 
early in May, is rising again. Miners due 
back from early vacations are staying 
away for a day, two days or a week 
longer. Danger is that many more miners 
will follow the same practice when most 
of them take their two-week holidays be- 
tween now and September. 

Strikes, although by no means com- 
parable to nation-wide strikes in the Unit- 
ed States, are simmering anew through- 
out Great Britain. These stoppages are 
neither led nor supported by British un- 
ions, but are “wildcat” movements of the 


rank and file, 
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Apathy among many miners toward 
what Government leaders call “the new 
battle of Britain” is a major problem. 
Government ownership has made little 
difference in the attitude of some miners 
toward their employers. Communist Ar- 
thur Horner, secretary of the National 
Union of Mine Workers, is stumping the 
mining regions asking union members to 
“cease attacking managers as a class.” 

@ Criticism of the current British coal 
policies is churning up trouble at home 
and abroad. 

The French ask why Britain should 
continue to manage the coal mines of the 
Ruhr, the Continent’s greatest fields, as 
long as Britain is unable to get the coal 
out of mines at home. Output in the Ruhr, 
which is in the British zone of Germany, 
is lagging behind production in the Saar 
fields, managed by the French. 

The U.S. also is asking questions. 
Many U. S. experts on Europe’s coal prob- 
lems and methods criticize the fact that 
Britain's coal program is top-heavy with 
national targets and national plans that 
have not been broken down to show 
miners in each pit what they as a team 
should be producing. 

Visitors to French mines are impressed 
by. the fact that miners are working 
against target quotas posted daily at the 
mine entrances. When production in one 
mine or in one gallery of a mine exceeds 
the quota, French miners get premiums 


of additional bread, meat or sugar ra- 
tions. Britain has no such system. 

In addition, U.S. experts feel that the 
British are placing too much emphasis on 
the need for more miners and not enough 
on the efficiency of underground haulage. 
In British mines, one worker moves only 
five tons on an underground shift; in Hol- 
land, he moves 25 tons; in the U.S., he 
moves 50 tons. 

Britons remain their own severest 
critics. Within Parliament and out of it, 
labor leaders and the Government are 
shifting their tactics. 

@ A new policy that is emerging is af- 
fecting all the elements involved in coal 
mining, from the worker to the product. 

The miners are being ordered, not 
begged, to stay on the job. Instructions 
are going down the line from Fuel Min- 
ister Shinwell to permit mine operators 
to fire miners who work one or two days 
a week instead of the full five days. 

Strikers are to be prosecuted under the 
law for breach of contract. This decision, 
announced by the National Coal Board, 
has the approval of union leaders. 

New methods of recruiting miners are 
to be considered by the Coal Board. 
Union leaders are asking the Government 
to permit men in the armed forces to 
volunteer for work in the mines for a 
minimum of two years. In addition, the 
Government is asked to guarantee that 
men in other occupations who volunteer 


... Problems That Lie Ahead 


for mine work can get their old jobs 
back after two years. 

The mines are getting priorities on new 
equipment. World Report's Staff Corre- 
spondent Edwin J. Drechsel reports from 
London: 

“More workers are being shifted to 
the making of mine machinery. A plant 
manufacturing coal cutters employed 
1,200 workers early this year, but now 
has 2,000 on the job. Mills making con- 
veyors and mine transport equipment 
have boosted their work force from 700 
to 13,000. 

“The coal produced since May 1 has 
been rationed carefully. Stockpiles are 60 
per cent higher than last year in Britian’s 
gasworks; power plants are holding twice 
as much coal as in July 1946. The goal is 
15,000,000 tons of coal in the nation’s 
stockpiles by October 1. The hope is to 
avoid a nation-wide shutdown of industry 
such as that experienced last winter and 
spring when storms disrupted transport. 
Stockpiles now total over 10,000,000 
tons; the goal is within reach.” 

@ The forecasts of coal output suggest 
that British industry will be lucky to get 
enough coal to hit export targets this 
winter. Britain may be able to make token 
exports of coal to Europe in the summer 
of 1948. What coal Britain can contrib- 
ute under the Marshall Plan thereafter is 
to be a major factor in determining the 


speedjof European recovery. 
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DAMPERS ON SALES TO LATIN 


Efforts of southern republics to conserve 
dollars for essential imports by restricting 
their citizens’ purchases of luxury goods 


The postwar boom in U.S. exports to 
Latin America is losing its momentum. 
One country after another, trying to 
keep its holdings of dollars from melting 
away, is closing its doors to selected im- 
ports from the U. S. 

What’s happening is this: 

@ Demand for manufactured goods in 
Latin America is tremendous. Most im- 
ports were cut off during the war. Eu- 
rope, formerly a big supplier, is shipping 
only a small amount of goods to Latin 
America now. So buyers look to the U. S. 

Ever since peacetime production in the 
U.S. hit its stride, heavy shipments have 
been going south. The boom in U.S. 
exports to Latin America has reached un- 
precedented heights. 
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U.S. WASHING MACHINES 





Buying of luxuries and nonessentials 
has been particularly heavy. Automobiles 
are a typical example. In May of 1939, a 
normal year, the U. S. shipped 2,796 new 
passenger cars to Latin America. But 
in May of this year, shipments totaled 
10,585. And this total did not include 
the many practically new vehicles that 
were billed to customers in Latin America 
as used cars. 

@ Purchasing power is what worries 
the Latin Americans now. They came 
out of the war with big balances of dol- 
lars, sterling and gold as the result of 
their sales of food, fiber and minerals. 
With these holdings, they planned to buy 
all the things they had done without dur- 
ing the war. Besides, they expected to 
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Latin Americans want them but can’t afford them 
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AMERICA 


purchase machinery and other capital 
goods for internal development. 

Rising prices in the U.S., however, 
have changed the picture. Every upward 
spurt of U.S. prices has had the effect 
of cutting Latin America’s buying power. 
The accumulated dollars won't go nearly 
as far as had been expected. 

Dollars realized from current sales to 
the U.S. although considerable, are only 
about half as numerous as the dollars 
spent for goods in the U. S. 

Result is that the Latin Americans 
have been digging deeper and deeper 
into their accumulated dollars to finance 
this lopsided trade. Now some countries 
have exhausted these “savings accounts.” 
A few actually have overdrawn them. 
Others are putting the brakes on spend- 
ing while they still have some surplus 
dollars. 

@ Barriers of various types are being 
raised by Latin-American countries to 
shut out certain classes of imports and to 
keep their dollars at home or make them 
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available for purchases of capital goods 
and necessities. 

Some countries are putting flat embar- 
goes on nonessentials. Others are setting 
up import quotas. Still others are making 
dollars available for nonessentials only 
after all necessities have been’ paid for. 

The lists of nonessentials vary from 
country to country, but virtually all in- 
clude such items as autos, radios, refrig- 
erators, electrical appliances and liquors. 

Mexico has been buying heavily near- 
ly everything obtainable in the U.S., 
with radios, automobiles and refrigerators 
as favorites. Deliveries of U.S. goods 
have run into the millions of dollars every 
month. In 1946 alone, buying in the U.S. 
siphoned off a hundred million dollars’ 
worth of Mexico's balances. 

Now the Mexican Government has 
taken official notice of the fact that, 
without curbs on spending, there would 
be no dollars left to buy equipment for 
the irrigation and electrification projects 
that President Miguel Aleman is pushing. 

Thus, an embargo has been clamped on 
imports of a wide variety of goods that 
the Government thinks the people can 
do without, 

Argentina has thought herself virtually 
invulnerable from a financial standpoint. 
The end of the war found her with large 
holdings of gold, sterling and dollars. 
Since that time, she has been making fat 
profits from the sale of her farm products. 

Argentina, meanwhile, has paid off her 
external debt. She has extended credits 
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U.S. AUTOMOBILES FOR EXPORT: Embargoes and import quotas cut down their sale 


to countries in Latin America and in 
Europe. And she has been buying heavily 
in the U. S. Her purchases have included 
many nonessentials, but the emphasis has 
been on ships, airplanes and machinery 
for economic development. And she has 
paid nearly a hundred million dollars for 
a telephone property. 

Now, the Argentine Government real- 
izes that its dollar account has been going 
down fast. So the Central Bank is ban- 
ning imports of many types of merchan- 
dise. In addition to nonessentials, the pro- 
scribed list contains numerous products 
that the rising industries of Argentina 
produce. 

Brazil’s dollar supply has gone down 
about two thirds in the last 11 months. 
It is estimated today at only about sixty 
million dollars. 

Various methods have been used by 
the Brazilian Government in _ recent 
months to reduce the drain on dollars. 
The newest policy, put into effect re- 
cently, is to give preference to imports 
that are considered essential. This means 
that virtually no dollars are left for items 
on the nonessential list. 

Chile has been passing through a series 
of dollar crises. Her balances were fairly 
large at the end of the war, but heavy 
buying of all kinds cut them down. Fre- 
quent strikes prevented exports of cop- 
per and nitrates from replenishing dollar 
stocks as rapidly as would have been 
possible if production had been main- 
tained fully. 





—International 


Now, the Finance Ministry has pro- 
hibited the use of dollars for the pur- 
chase of luxuries and for travel abroad. 

Peru ran into dollar trouble recently 
after a long period of uncontrolled spend- 
ing. Now the Government has barred im- 
ports of a long list of items that it con- 
siders nonessential. Ecuador has a long 
list of embargoed items. Colombia is ap- 
plying a quota system to imports. 

Venezuela and Cuba have escaped the 
dollar difficulties that have troubled most 
other countries. 

Venezuela will be able to make heavy 
purchases as long as the U.S. continues 
to buy her oil at the present high rate. 

Cuba is having a boom as the result of 
huge sales of sugar to the U.S. She has 
a lot of dollars now, but next year, when 
Philippine sugar moves back into the 
U.S. market, Cuba may have trouble. 
@ Prospect is that existing controls in 
Latin America will remain in effect for 
some time. Public demand may cause 
relaxations here and there, but in many 
cases the controls will be tightened and 
new ones will be added. It will be hard 
to get nonessentials in most Latin-Ameri- 
can countries. 

The boom, thus, is wearing off. But no 
“bust” is in sight now. Total exports to 
Latin America will be large as long as 
the U.S. continues its heavy buying in 
Latin America. For some time to come, 
however, the emphasis in Latin America’s 
purchasing will be on capital goods and 
necessities rather than on luxuries. 
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EGYPT’S DESIRE TO EXPAND 
TRADE TIES WITH THE U.S. 


Need for exchange to pay for machinery and 
technical assistance required to carry out 
five-year program of industrial development 


Reported from CAIRO 
and NEW YORK 


Egypt, now trying to break Britain's 
political hold on the Nile Valley, is 
eager to do more business with the 
United States. 

As the pace-setting country for the 
Arab World, Egypt seeks American ma- 
chinery and technical skill to help her 
own  industrialization. Egypt's banks 
bulge with local and British currency. 
Blueprints for a Five-Year Plan of indus- 
trialization are ‘in final shape. U. S. prod- 
ucts and methods, as a result of the war, 
are well known and well liked in the 
country. The chief factor that keeps 
America from being the main supply 
base for Egypt's development program is 
the shortage of U.S. dollars. 

q@ The opportunities for U.S. business 
in Egypt are impressive—provided the 
currency problem is overcome. 

A Government Five-Year Plan calls for 
spending $184,000,000 for internal im- 
provements, involving purchase of many 
supplies from outside Egypt. This pro- 
gram includes $24,000,000 for a hydro- 
electric plant at the Aswan Dam on the 
Nile, $18,000,000 for agriculture and 
irrigation, $12,000,000 to stimulate in- 
dustry and commerce, $44,000,000 to im- 
prove transportation, $66,000,000 for 
public works and for improvement of 
Egypt's public health, and $20,000,000 
for education. 

The Aswan Dam project would in- 
crease Egypt's electric power output 
fourfold to two billion kilowatt hours. 
Linked with this is a plan to use part of 
the power to produce artificial fertilizers, 
freeing Egypt from dependence on 
Chilean and other imported nitrates, The 
immense power output of the Aswan 
project will provide a base for wide- 
spread industrialization of Egypt, which 
has in the past depended mainly on cot- 
ton for its overseas trade. 

American engineering firms have sub- 
mitted bids to supply technical skills and 
equipment for the Aswan power plant. 
Firms in Switzerland, Britain and Sweden 
also are bidding for the work. 
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Steel production is possible in Egypt. 
An American firm has made a survey 
there and concludes that Egypt has the 
resources to manufacture steel as fine as 
that made in Sweden. 

Unexploited minerals abound in the 
Egyptian desert. Those capable of fur- 
ther development include copper, zinc, 
nitrates, carbonates, sodium sulphate, 
beryl, talc, marble, alabaster, granite 
quartz, gypsum, cement and iron. 

Small and medium-sized industries are 
ready for expansion. New industrial com- 
panies have been chartered in the fields 
of river transport, refrigeration, petro- 
leum distribution, frosted foods, glass and 
porcelain, rice milling, starch and glu- 
cose, ship construction and repair, chem- 
ical products, auto transport, publishing, 
textile spinning, weaving and dyeing. 
@ America’s place in Egypt’s economy 
has expanded rapidly since the war, 
despite the currency problem. 

Trade with Egypt last year totaled 
$52,000,000. Egypt bought $36,000,000 
worth of goods from the U.S. but sold 
only $16,000,000 worth to the U.S. 

American oil companies are exploring 
east and west of the Nile. Egyptian oil 
production has increased almost tenfold 
since before the war, making the country 
self-sufficient except for high-octane gas- 
oline and kerosene. 

U.S. air lines have made Cairo a 
world air center second only to Paris. 
One air line employs almost 1,000 per- 
sons in Egypt, including 150 Americans. 
Between 1,500 and 1,800 passengers 
from the U.S. reach Egypt each month. 

U.S. capital is moving in, despite the 
threat of a new company law with highly 
nationalistic provisions. A new rayon 
factory, designed by American engineers 
and costing $8,000,000, will take care of 
the countrys needs for rayon filament 
and staple fiber. 

@ The ceiling on U.S. business expan- 
sion in Egypt is the dollar shortage. 

Egypt’s new financial agreement with 
Britain improves the situation somewhat, 
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THE ASWAN DAM 
Base for a new Egyptian age 


giving Egypt $80,000,000 in convertible 
sterling pounds to finance imports from 
hard-currency countries until the end of 
this year. But to get this, Egypt had -to 
consent to freezing of her sterling bal- 
ances of more than $1,600,000,000 in 
London. 

Cotton sales are the basic barometer 
of Egypt’s ability to do business with the 
U.S. The Egyptians do not want a dollar 
loan from the U.S. Government, pre- 
ferring to raise the dollars they need by 
private trade. 

The dollars Egypt can earn from cot- 
ton sales, however, are limited by a U. S. 
quota law that admits only 78,000,000 
pounds of long-staple cotton into the U. S. 
this year. The Egyptians think that the 
U.S. should raise the quota and use 
more of their high-quality cotton. 

@ A boom in U.S. trade with Egypt 
will be slow in developing. Before that 
happens, Egypt must find a way to sell 
more cotton for U.S. dollars and use up 
its huge holdings of British currency. 
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NEWSPRINT AS WEAPON 








IN PERON’S WAR ON PRESS 


Threat of squeeze on papers unfriendly 
to Argentine Administration contained 
in bill to restrict size of publications 


Reported from 


The Argentine Government, keenly 
sensitive to criticism, now is preparing 
to put a new squeeze on Buenos Aires 
newspapers. This time, newsprint is the 
channel through which pressure is to be 
applied. 

If pushed far enough, the new squeeze 
will force some publications out of busi- 
ness. It also will cause trouble even for 
wealthy La Prensa, the only big daily 
left in Buenos Aires that still speaks out 
freely against the Administration. 

The Government, in its war against 
press criticism, is using other means to 
discourage unfavorable reporting by out- 
side correspondents and to silence in- 
dividual newspapers that have been 


unfriendly to the Administration. 


@ Serious threat of a squeeze is con- 
tained in a bill that Deputy José Emilio 
Visca, a supporter of President Juan D. 
Perén, has introduced in the Chamber 
of Deputies. The avowed purpose of this 
bill is to conserve newsprint and to as- 
sure equitable distribution of newsprint 
supplies. 

Under Visca’s bill, if passed, the Gov- 
ernment will have the power to limit 
the size of all publications. The maximum 
size of any periodical would be eight 
pages as long as newsprint shipments 
were restricted by producing countries. 

Visca’s bill provides also that no news- 
paper may be sold at a newsstand for 
less than cost. And it gives the Govern- 
ment power to allocate all newsprint. 

Another Perén supporter, Senator Al- 
berto Durand, would go further and limit 
newspaper size to six pages. His bill, 
however, has not yet been introduced. 

All large newspapers would suffer if 
forced to cut down to six or eight pages. 
But the heaviest loser -would be La 
Prensa. Rich in ads, it prints 24 to 50 
pages regularly. 

@ First pressure in the new squeeze 


‘comes through a Central Bank ruling that 


bars the licensing of further imports of 
newsprint. The ruling was issued before 
Miguel Miranda, right-hand man of 


BUENOS AIRES 


Perén, resigned as head of the Central 
Bank to become chairman of the National 
Economic Council. 

“Officially, Miranda’s reason for this 
prohibition is that sufficient newsprint 
has arrived or is on order for this year,” 
Bernard S. Redmont, staff correspondent 
of World Report, says in a dispatch from 
Buenos Aires. 

“It is not clear how this assumption 
squares with the Administration’s pro- 
posals to limit the size of newspapers in 
order to conserve newsprint. 

“Independent consumers of newsprint 
now fear that the Administration will de- 
cide to allocate existing stocks and ulti- 
mately make the Government the sole 
importer. If and when this happens, they 
doubt that Miranda will be generous with 
publications that do not enthusiastically 
indorse the Administration.” 

@ Pressure on correspondents has come 
to a head in the Government’s attacks on 
the Associated Press. Since this agency 
carried the text of unfavorable remarks 
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BUENOS AIRES NEWS: The pro-Perén paper is in front 





that a London newspaper made about 
Mrs. Perén, the Government has been 
denouncing it as a group of “gangsters” 
and “thieves.” 

The Government has barred Associ- 
ated Press reporters from press confer- 
ences and has revoked their credentials. 

“Correspondents now fear that their 
freedom to send cables and wireless dis- 
patches may be impaired,” Redmont re- 
ports. “Already radio broadcasts abroad 
are censored. Letters are watched care- 
fully, and correspondents are convinced 
that the Government is opening their 
mail.” 

@ Individual newspapers that have 
criticized Government officials also are in 
trouble. 

An opposition paper, La Vanguardia, 
faces contempt proceedings because it 
published an editorial sharply criticizing 
Perén. 

A pro-Perén newspaper, La Tribuna, 
recently published unfavorable _state- 
ments about Miranda and certain other 
officials. Immediately afterward, the Gov- 
ernment discovered that the paper had 
failed to pay large amounts of social 
security taxes. Unable to meet demands 
that the taxes be paid, La Tribuna has 
gone out of business. 

@ Loud protests followed publication of 
the Visca and Durand bills. Bitter objec- 
tions have been voiced by many organiza- 
tions of writers, advertisers and'printers. 

Effectiveness of these protests appears 
doubtful. Newsprint is expected to be 
the means of putting new restrictions on 


‘the press. As those restrictions are fully 


applied, newspapers critical of the Gov- 
ernment will be the chief sufferers. 
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Nearly $8,000,000,000 in post 


The Worldgraph shows the t 
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The financing of the Marshall Plan will 
U. S.-European relations. The U.S.°has b 
Europe’s income and her minimum needs sih 
ence is that the Marshall Plan aims at co-or 
the needs of eack nation-have been consid 
credit and contributions for relief both have 

The practice of making separate arrdngen 
has added up to high costs. The Worldgraph 


has been advanced to 14 European nations. 


gregate of the figures is $7,875,000,000. Vint 
rangements made during 1946. For example. 
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ON SPENT; FOUR BILLION LEFT 


vostwar credits has been made available by the U.S. to 14 European nations. 
> total amount advanced to each country and the balance still available 


ill fot represent a new venture in 

financing the between 
s since the war ended. The differ- 
co-ordinated planning. Up to now 
msidered separately. Advances of 
have been made piece-meal. 
mngements with individual nations 
raph shows how much U. S. credit 
ions since the fighting ended. Ag- 
Virtually all this comes from ar- 
mple, the British loan, by far the 
ntil July of last year. 
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The portion of credits unused as of March 31, 1947, is shown by the solid 
coins and black figures on the Worldgraph. The credits still available on 
that date amounted to almost exactly 50 per cent of the total. Hence, nearly 
$4,000,000,000 in credits was used up in approximately a year. Since the end 
of March, many of the remaining balances have shrunk at an even faster 
rate. Britain withdrew more than $1,000,000,000 during that period, while 
the French and Italian credits have melted away and the prospect is that 
they soon will be exhausted. 

The complete picture of U.S. financial aid to Europe in the postwar 
period would include large relief contributions, not shown here. If the Mar- 
shall Plan achieves its goal, relief will taper off rapidly and the need for 
U.S. credits will decrease each year. 





All Figures in Millions of Dollars 


: WHITE FIGURES: Total postwar credits ad- 
vanced by U. S. 


BLACK FIGURES: Amount of total credits 
unused up to March 31, 1947 


*Credits to Czechslovakia and Hungary have 
been suspended 











$49 $41 $35 
3 ; = = $1] 


— = 7 os 


saogbaage* 


Czechoslovakia Finland Turkey  Hungary* Denmark Austria 





¢ % 


. 











Report on World Politics 


Reg. U.S. Pat. Off. 





Relationship between world security and the 
regional arrangement expected to develop 


from Rio conference 


(The meeting of the inter-American 
Conference for Peace and Security at 
Rio de Janeiro, on August 15, and the 
growing discussion concerning the fu- 
ture of the U. N. have combined to give 
new significance to the question of the 
solidarity of the Western Hemisphere. 
In this analysis, WORLD REPORT ex- 
amines the major aspects of the problem 
in relation to the security of that area 
and of the world at large.) 


é lors RIO DE JANEIRO CONFERENCE is 
an outgrowth of the Mexico Con- 
ference of March 1945, which produced 
the Act of Chapultepec. 

An informal agreement, reached at 
San Francisco while the Charter of the 
United Nations was being written, 
called for a meeting in October 1945, 
at a time when there were high hopes 
and unbounded enthusiasm for the 
United Nations. In August 1947, how- 
ever, the nations represented at Rio 
will view a world quite different from 
that of 1945. After a delay of nearly 
two years, due primarily to differences 
between the United States and Argen- 
tina, the conference cannot but reflect 
the mounting difficulties in the world 
situation, within and without the United 
Nations. 


Americas’ Strength 


In the early days of the U. N., some 
considered the Charter’s provisions for 
“regional arrangements” a source of 
weakness, which might limit the U. N.’s 
responsibilities and lower its prestige. 
Now, many experts believe that such 
“arrangements” may offer the maximum 
degree of security attainable within the 
U.N. The delegates at Rio thus ap- 
proach their task with the knowledge 
that their efforts, if successful, may pro- 
duce the first workable security or- 
ganization. 

Basically, the Americas are by far the 
most favored region of the world. In a 
strategic sense, they are relatively se- 
cure and self-sufficient. In combination 


on Hemisphere defense 


with Western Europe, they constitute a 
dominant area rivaled only by Russia 
and her satellites. In general, the Amer- 
ican republics are secure in their sover- 
eignty and territory, and their relations 
with each other are friendly. 
Nevertheless, the forthcoming con- 
ference offers an opportunity for an 
individual nation, possibly Argentina, 
to maneuver for political advantages. 
Furthermore, it now appears that the 
U.S. Congress will not approve until 
next year the legislation necessary for 


full development of military co-opera-. 


tion among the American nations. 

The purpose of the proposed U.S. 
legislation is to standardize the military 
arrangements of the American states on 
the U.S. pattern, to unify further their 
military training, and to gain the many 
collateral and indirect advantages that 
accrue from close association for com- 
mon defense. 

Barring unforeseen developments, the 
Rio conference may be expected to 
produce a treaty that definitely will 


group the signatory nations in a “region- 


al arrangement” to function in accord- 
ance with the U.N. Charter. Specifi- 
cally, the agreement probably will pro- 
vide that an armed attack against any 
American nation will constitute an at- 
tack against all, and that each nation 
will undertake to assist in meeting such 
an attack. 

The nations will agree that, in the 
event of armed attack, they will consult 
together as to the action to be taken. 
The measures thus approved may then 
be continued until such time as the 
Security Council takes necessary action. 
Since the U.S. could use its veto to 
prevent action by the Council, it fol- 
lows that situations involving armed at- 
tack could be handled exclusively by 
the American nations, if the U.S. so 
desired. 

The states also will agree to consult 
in case of “threat of aggression,” but 
action taken in that event first must be 
approved by the U.N. Security Coun- 
cil. 


THE INTER-AMERICAN SYSTEM AND THE U. N. 


In connection with the treaty, there 
will be a resolution providing for a 
further conference, probably at Bogota 
in 1948, to set up the machinery for 
mutual defense. This further meeting 
probably will create an inter-American 
Military Council consisting of the chiefs 
of staff of each country, to function in 
connection with the Pan American 
Union. 

An inter-American Executive Staff 
probably will be established as a co- 
ordinating and directing military agen- 
cy. It will make plans for operations, 
training, and employment of forces, and 
act as an advisory committee for the 
chiefs of staff. The initial membership 
probably will include the U. S., Brazil, 
Mexico, Chile, Peru, Colombia, and 
Argentina. Representatives of the seven 
members would meet in continuous ses- 
sion in Washington. 

If and when the Rio and Bogota con- 
ferences have been successfully con- 
cluded, the military agencies set up, 
and substantial military support from 
the U.S. assured by congressional ac- 
tion, the Western Hemisphere will have 
made substantial progress in the organi- 
zation of its collective security. What 
will be the character and extent of this 
regional security? What will be its 
relationship to the problem of world- 
wide secarity, which is the concern of 
the U. N.? 


Phases of Security 


There are two phases of American 
regional security—depending on whether 
the agreed arrangements concern ag- 
gression from without the Hemisphere, 
or aggression by one American nation 
against another. The former case long 
has been covered in principle by the 
Monroe Doctrine. The latter is a com- 
paratively recent concept, involving 
new implications. 

Quarrels between American nations 
in the past have been localized, whereas 
the new concept would make them the 
concern of all. Security against aggres- 
sion within the Hemisphere should tend 
to stabilize the political structure of 
the Americas in its present territorial 
form and thereby to promote the secur- 
ity of all. Furthermore, the example of 
a dominant nation like the U. S. enter- 
ing into such an agreement, which is 
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MEXICO CITY, MARCH 1945: The Act of Chapultepec 


almost entirely a liability on its part 


_without right of veto or other special 
_ privilege, would seem to establish a 





new standard of international co-opera- 
tion. 

Substantial as the advantages are, 
however, it is recognized that they have 


| little value in preventing a major war. 


_ World wars do not start in the quarrels 


of American nations. In fact, the great- 


_ est value of an arrangement concerning 


aggression within the Hemisphere prob- 


_ ably is not military at all, but economic, 
| political and social. It is based on, and 
_ tends to develop, real unity among the 
| family, as distinguished from the more 
_ common form of unity, than for protec- 
tion against the outsider. 


Aggression from without the Hemi- 


‘ sphere obviously is an entirely different 


a 


matter from aggression within. The se- 
curity of the Western Hemisphere from 
external attack is about three parts 
geographic and two parts military and 
political. New weapons may modify this 


| proportion somewhat, but will not re- 


verse it. Moreover, the idea that brought 
forth the Monroe Doctrine, namely, that 
any one of several European powers 
might attempt to carve out an empire 
in Latin America, no longer is a pos- 
sibility. 

Nevertheless, an attack against the 
Western Hemisphere must be consid- 
ered. At any time in the foreseeable fu- 


ture, such an attack could originate 
with only one nation, Russia. In all 
probability it would be the first move 
in another world war, involving the 
Soviet powers on one hand and the 
Western powers on the other. From the 
military point of view, it would seem 
almost certain to take the form of an 
aerial attack on the U.S.—with atomic 
bombs. 

This being the case, there would be 
little of immediate value in an “agree- 
ment to consult.” The real opportunity 
for the inter-American system to show 
its worth then would come in the long 
haul of the world struggle that would 
follow. 


Pattern for World? 


The inter-American system, how- 
ever, is to be considered not only in 
the two aspects of regional security, but 
also in its relationship to the over-all 


security organization of the U. N. When. 


completed, the inter-American system 
will be the first, the most extensive, and 
the most clearly defined of the regional 
arrangements under the U. N. Charter. 
The Soviet group, the British Empire, 
and eventually, perhaps, the Arab 
League and the Far East may follow 
the same pattern. 

But a more critical region at this 
time, from the point of view of world 
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charted the course toward inter-American security 


security, is Western Europe. The cur- 


‘rent discussion in Paris in connection 


with the Marshall Plan is immediately 
concerned with economic rehabilitation. 
This is the emergency problem, but be- 
neath and beyond it lies the problem 
of the security of Europe from Soviet 
aggression. 

Economic unification of Western Eu- 
rope could lead to a regional arrange- 
ment for mutual defense, under the 
U.N., similar to the inter-American sys- 
tem. It is to be recognized, however, 
that such an arrangement would not 
be effective against Soviet aggression 
without the full support of the United 
States, which, if undertaken in a mili- 
tary sense, would mean a world war. 

It is conceivable, therefore, that the 
U.S. might become a member of a 
European defense group as well as of 
an American group. Or it might be that 
the Americas and Western Europe 
would form a combined “regional ar- 
rangement.” Either development would 
emphasize a division of the world and 
tend to hasten reorganization or col- 
lapse of the U.N. 

Thus, the conference opening at Rio 
de Janeiro holds a significance beyond 
the security of the Americas. A success- 
ful system of defense in the Western 
Hemisphere eventually can help to sup- 
port or to alter the security structure 
of the U.N. 
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CAUSES OF NEW SHORTAGE OF COTTON 


\ —on World Commodities 


Reg. Appd. for U. S. Pat. Off. 





Unsatisfied backlog of wartime demand and 
disappointing crops of major producers. 


Negligible impact on American consumers 


The world now is threatened with a 
cotton “squeeze” extending over the 
next 12 months. 

Latest estimates show that cotton 
crops in most countries are to be smaller 
this year than originally expected, while 
world consumption of cotton fiber con- 
tinues to climb much higher than total 
production. 

The prospect of such a tight supply of 

cotton for at least another year is ~up- 
setting earlier hopes that decisive prog- 
ress could be made toward ending the 
shortage of cotton cloth and clothing 
which is virtually global. 
@ Present forecasts, admittedly con- 
servative, are that the entire production 
of cotton throughout the world this crop 
season will amount to only 21,500,000 
bales. 

Against this production, demand is 
running at the rate of 27,500,000 bales 
a year. 

Some of the deficit may be met by 
calling on reserve, or “carry-over,” stocks, 
but these have been drastically depleted 
by the demands of recent years and are 
uncomfortably low in many countries. 
And there is a level below which such 
stocks cannot be reduced with safety. 


E 


Thus, the world, in effect, is facing a 
situation in which its rate of cotton con- 
sumption is farther out of line with avail- 


- able production than at any time since 


1937, as the accompanying chart shows. 
@ Big producers account for most of the 
disappointment over the size of this year’s 
crop. 

The U.S., long the world’s leading 
source of cotton, originally looked for a 
crop of about 12,500,000 bales, but is to 
have between one and two million less. 
This is better than last year’s 8,500,000 
bales, but considerably below the 1935-39 
average of 13,150,000 bales a year. 

India, No. 2 producer of cotton, seems 
likely to register only a small increase, 
with a crop of 3,000,000 bales, as against 
2,900,000 a year ago, and an average of 
4,600,000 in the four prewar years. 

Soviet Russia anticipates a yield of 
2,200,000 bales this year, or half a million 
more than in 1946. This would be roughly 
two thirds of prewar production. 

China estimates her crop at 1,900,000 
bales, or only 100,000 more than a year 
ago and about two thirds of the average 
for the late 1930s. 

Brazil, despite a 10 per cent increase 
in acreage, is not likely to do much 
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PLENTY OF ROOM IN A TEXAS WAREHOUSE: World-wide 






short crops will bring inventories 





better than last year’s small yield of 
1,350,000 bales, which was considerably 
below the prewar average of 2,000,000 
bales. 

Egypt also was disappointed in hopes 
of a substantial crop increase, although 
the cotton acreage was 23 per cent 
greater thap in the previous season. The 
yield now indicated is 1,200,000 bales, 
only 200,000 better than last year. 

@ Reasons for the relatively short crops 
are varied, but many of them apply in 
all big producing countries. 

Fertilizer shortages have been uni- 
versal. Planters have been faced with 
the choice of reducing acreage or of 
going ahead with an insufficient supply. 

Man power remains inadequate vir- 
tually everywhere. 

Pests and weather took their toll. This 
is particularly true of the crops in Egypt 
and Brazil, and to a lesser degree in the 
U.S. Smaller producers, such as Peru 
and Argentina, also suffered. 

Food scarcities continued to divert 
cotton acreage to other crops. Necessity 
still dictates this in India and China. In 
the U.S., the high price of food has led 
many farmers to turn land over to food 
crops, which make more money than 
cotton with less labor. 

@ Effect of this year’s disappointing 
crops will be to keep the production of 
cotton textiles far short of demands built 
up through World War II, plus the ad- 
ditional demands that have accumulated 
during two years of peace. The tight 
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supply of raw cotton also makes for higher 
prices, 

In the Far East and other colonial 
areas, the combination of high prices and 
the continuing shortage of cotton cloth 
means greater hardship for native popu- 
lations. The situation got so acute in some 
British possessions recently that London 
bought cotton cloth in Japan, hauled it 
halfway around the world to be processed 
in England, then shipped it out again to 
Africa and the Far East in order to pre- 
vent distress and disaffection. 

Europe’s shortage of textiles remains 
critical. Britain, for example, must keep 
in force the strict wartime rationing of 
textiles. And, instead of exporting seven 
billion yards of cloth annually, her mills 
have been hard put to provide half a 
billion yards for overseas sale. 

The output of cloth in France and 
Russia likewise has been lagging. Ger- 
many, formerly a major processor, turns 
out only a fraction of the cotton textiles 
she once did. Only the smaller nations of 
Europe show steadily increased output, 
and some still have unused capacity. 


Mill capacity is the most uncertain 

factor. Some experts argue that process- 
ing plants are unable to handle much 
more than this year’s crop will provide, 
plus some withdrawals from reserves. 
@ The U.S. position, as compared to 
that of the rest of the world, meanwhile 
is unique both in raw cotton and manu- 
factured cloth. 

The cotton crop of from 10,500,000 to 
12,500,000 bales is more than ample to 
take care of domestic needs, now esti- 
mated at between 8,500,000 and 10,000,- 
000 bales in the coming season. Some 
reduction in exports may be necessary, 
but cotton men still hope to ship more 
than 2,000,000 bales abroad. 

Cotton mills, undamaged by war and 
in good mechanical condition, are capable 
of turning out all the goods the country 
needs, now that the postwar stampede of 
buying has leveled off. 

Shortages, such as those of the post- 
war months, appear unlikely to recur. 
Inventories are at adequate levels. The 
famine in such items as white shirts, 
sheeting, pillow cases, diapers and the 
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like has subsided. And a slight drop in 
consumer demand is believed ahead, with 
buyer resistance to high prices increasing. 
@ For the world, meanwhile, the long- 
range outlook in cotton has the experts 
uneagy. They say that if consumption 
continues to outstrip production in the 
1948 crop season, as it has in 1947, an 
extremely tense situation will develop. 
And there will be next to no carry-over 
stocks to cushion it. 

A balance between supply and de- 
mand seems a distant prospect in much 
of the world. Britain does not expect to 
get back to prewar levels of production 
for at least three years. Exports from 
Japan and Germany are to be much 
lower than before the war, when they 
were big suppliers. Expansion of plants 
in other countries is contingent not only 
on obtaining new machinery but also on 
replacing equipment almost worn out. 

The consensus on the over-all situa- 
tion is that it is to be considerable time 
before the world’s problems in raw cot- 
ton and cotton textiles work themselves 
out. 
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FAILURE OF LOAN TO BRITAIN 
TO ACHIEVE ALL OBJECTIVES 





Fading prospect that credit will rehabilitate 
England's trade. Modifications in terms that 


are being reluctantly accepted by the U.S. 


Reported from LONDON 
and WASHINGTON 


An emergency operation is under way 

to keep alive the ideas at the heart of 
the U. S. loan to Britain before the money 
itself is all spent. 
@ Diplomatic surgery is being applied 
to vital terms of the Anglo-American 
financial agreement, now entering its sec- 
ond year. 

Britain’s right to reduce imports from 
the U.S. while taking more of the same 
commodities from other countries is win- 
ning reluctant, though partial, approval 
in Washington. 

Britain’s promise to make the pound 
sterling freely convertible with the dollar 
on July 15, the first anniversary of the 
loan, is being postponed in 14 countries 
and applied with reservations in others, 
although it is being put into effect on 
schedule in the rest of the world. 

Britain’s ability to help pay the dollar 
cost of occupying Germany is becoming 
so doubtful that the U.S. may have to 
assume most of the burden. It. had been 
hoped that the American loan of $3,750,- 
000,000 would enable the British to 
finance a major share of their external 
obligations, including those in Germany. 
@ What has happened is that —_ of 
achieving the objectives of the credit ap- 
pear to be fading even faster than the 
supply of dollars. A year ago, when the 
U.S. Congress was debating the loan, 
proponents listed these as compelling 
reasons for approval: 

A sharp rise in British purchases from 
the U.S. would follow establishment of 
the line of credit. 

An upsurge in British exports, made 
possible by heavy imports of U.S. food, 
machinery and raw materials, would put 
England back on her feet., 

End of deficits in the United King- 
dom’s external trade could be counted on 
by 1949, once exports reached 175 per 
cent of 1938 sales. In the meantime, the 
U.S.-loan would finance the excess of 
imports over exports. 

Revival of world trade on a multilateral 
basis would be possible once Great Brit- 
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ain and the pound sterling resumes some- 
thing like their prewar position. 

A World Bank and a Monetary Fund 
for regulating currencies could be estab- 
lished only on the foundation of a stable 
pound and dollar. But it would take a 
dollar loan to nurse the pound back to 
health. 

@ As matters stand, these ideas ad- 
vanced a year’ ago in support of the 
credit to Britain are not working out. 

Shipments from the U.S. to England 
have risen, as predicted, but in ways 
that are arousing concern in Washington 
and controversy in London. Will Clayton, 
U.S. Under Secretary of State, now in 
Europe, and Lewis Douglas, U.S. Am- 
bassador in London, are telling the Brit- 
ish that Washington is uneasy about the 
situation. 

Critics of the Labor Government, in 
repeated attacks in the House of Com- 
mons, argue that too many of the dollars 
are going into high-priced U.S. food, 
tobacco and films, not enough into the 
machinery and raw materials needed to 


a 


Secretary Clayton and Ambassador Douglas discuss British finances in London 





; 


boost British production for export. Now 
the dollars are running low. Recom- 
mended solution is to reduce all imports 
from dollar sources and to increase’ pur- 
chases from Britain’s colonies in Africa, 
and, if possible, Eastern Europe. 

What Washington dislikes about this, 
however, is that it hits both U. S. exports 
and American efforts to stop discrimina- 
tion in trade. One clause of the Anglo- 
American financial agreement guarantees 
nondiscriminatory trade. The same objec- 
tive is the basis of U.S. attempts at 
Geneva to build an international trade 
organization. 

British exports are running behind 
schedule. The 1948 goal of 175 per cent 
of 1938 does not now appear feasible. 

Trade deficits, with exports lagging 
and imports mounting in cost, are getting 
larger, not smaller. 

The dollar loan thus is failing to put 
England back on her feet on schedule. 
Even the action taken July 15, making 
sterling convertible for dollars in much 
of the world, is hedged about with quali- 
fications. Some financial experts in Lon- 
don say.the action on sterling may have 
to be suspended in a few months, unless 
the Marshall Plan comes to the rescue. 

The boost the dollar credit was to give 
to world trade in general likewise is run- 
ning into heavy weather. Shortages of 
dollars, and of exports with which to 


earn dollars, are causing a number of 


countries to impose limits on the amount 
and kind of imports. 

@ Official hopes that were high a year 
ago thus are at a low point now. Reliance 
is on the Marshall Plan to do what the 
loan to Britain has not accomplished. 
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The big question in Europe today is how wide the split is to be..ee. 
All bridges between East and West are not yet down. 
Hopeful signs are the Anglo-Russian and Franco-Polish trade negotiations. 
The Kremlin has many economic facts of life to consider. Can she afford to 
break off with the West? Who would get hurt most in the process? 





If worse comes to worst in Europe, short of war, and commerce is blocked 
off by lowering of the Iron Curtain, U.S. trade will not be much affected. 

In terms of trade, Eastern Europe means little to the U.S. 

U.S. sales to Eastern Europe in the first quarter of 1947 were only about 
3 per cent of total cash exports to all countries. : 

U.S. imports from Eastern Europe were even less impressive, amounting to 
only about 2% per cent of total U.S. purchases in all countries. 

Trade between Eastern and Western Europe now is only a fraction of what it 
was before the war. But a trade blockade would hurt both sides. 

Eastern Europe needs industrial products and machinery from Western Europe 
--the things Russia still can't turn out in the necessary quantities. 

Western Europe needs Polish coal, Czechoslovak manufactures, and grain, oil- 
seeds, timber, oil, zinc, copper, manganese and other products from Eastern Europe. 

















Road blocks on Europe's trade routes would retard seriously any recovery 
of either the East or West. This fact makes Russia's position difficult. 

Russia, in an exclusive Eastern bloc, would have hard sledding..... 

Before the war, the U.S., Britain and Germany were Russia's main partners 
in trade, absorbing half her exports, providing about half her imports. 

The U.S. was top supplier of Russia‘s needs for machinery, metals and metal 
goods, and petroleum products. Britain was Russia's best customer. By compari- 
son, Russia's trade with the Danubian and Balkan countries was negligible. 

Now, the bulk of Russia's trade is with Eastern Europe. 

Trouble is Russia can't get everything she w:ats from these neighbors. She 
needs manufactures and machinery, until her own industry expands further. 

Czechoslovakia is the only important industrial country and exporter of 
capital goods. in the Russian fringe at this time. Poland, Hungary, and the Soviet 
zone of Germany can be developed further along that line, but it will be a slow 
process, Since many industrial plants have been either destroyed or removed. 

Right’ now, Russia and the rest of Eastern Europe do not mesh too well. Both 
normally have surpluses of agricultural and forest products, both need factory- 
made goods, particularly heavy equipment. 




















(over) 


27 








28 


WORLD COMMERCE AND INDUSTRY--(Continued) 


East Europe, like West Europe, has big development plans pending. 

Czechoslovakia already has started on a Two-Year Plan for economic recovery 
to cost $1,400,000,000. Poland has a Three-Year Plan calling for outlays of 
$2,260,000,000; Yugoslavia a Five-Year Plan for $5,550,000,000; Hungary a Three- 
Year Plan for $510,000,000; Bulgaria a Two-Year Plan for $180,000,000. | 

It looks now as if their main source of materials, equipment and financial 
assistance would have to be Russia. That's not a happy prospect for them. 

Russia already is up to her ears. Her own Five-Year Plan adds up to 
$47,500,000,000. Fulfillment will cause a severe strain on her economy. It's a 
certainty that Russia will attend to her own needs first. 




















Drying up of Western financial aid to Eastern Europe will leave a big void. 

UNRRA poured $1,420,000,000 into Poland, Yugoslavia, Czechoslovakia, Byelo-= 
russia and the Ukraine. Virtually all this money has been spent. 

U.S. dollar loans or credits for goods have gone to Finland, Poland, Czecho- 
Slovakia, Hungary and Romania, as well as to Russia, since the war ended. 

Sweden, Britain, and Canada also have made a number of loans in East Europe. 

Further loans from these sources are just not in the cards now. 

The World Bank is going to move slowly, if at all, on applications for 
loans, totaling $950,000,000, from Czechoslovakia and Poland. 











The Bank, however, is ready to act on further loans in Western Europe..... 

Successful sale of its bonds on the U.S. market gives the Bank more dollars 
and is to speed up action on four loans. 

Denmark is to get about $50,000,000. 

Luxembourg will get $20,000,000 worth of Belgian francs. This will be the 
first loan made by the Bank in a currency other than dollars. 

The Netherlands will get around $200,000,000, will be told she will be cone 
sidered for more later. Her request was for $535,000,000. 

France, later in the/autumn, may get another loan from the Bank. 

The World Bank will sell more dollar bonds in the autumn. 

Outlays of the Bank will help tide Western Europe over until the U.S. Con- 
gress is ready to move on the Marshall proposal. 




















Meanwhile, U.S. loans or grants in Western Europe during the rest of the 
year will be a bolstering influence, although many more dollars could be used. 

Greece is to be helped by relief funds and the Truman program. 

Italy will be allowed to start spending the $100,000,000 earmarked for 
her by the U.S. Export-Import Bank. Italy also cuts in on relief funds. 

Austria will benefit from U.S. relief funds and U.S. Army payments. 

Western Germany will absorb at least $200,000,000 of U.S. funds. 

Britain still has $1,450,000,000 to go on her U.S. loan. 

France, feeling the dollar pinch, will requisition $100,000,000 of U.S. 
securities held by French citizens. The Netherlands is trying a similar measure 
to replenish her shrinking supply of dollars. 

Norway is starting to use her $50,000,000 loan from the Export-Import Bank. 

When all these sources are added to World Bank loans, it seems that Western 
Europe can squeeze through the end of the year with the dollars available. 

This will give a short breathing spell during which the U.S. can consider plans 
being drawn up by Western Europe for long-term recovery. 
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GOTTWALD: Czechoslovak Premier 


A” FROM RUSSIA, as an alternative to 
the U.S. plan for European recov- 
ery, now is being promised the Czecho- 
slovak people by their Communist 
Premier Klement Gottwald. A trip to 
Moscow instead of Paris was Gottwald’s 
response to the Marshall Plan, and he is 
staking his Party’s political future on 
Stalin’s word. 

A methodical pipe smoker, who talks 
practical politics instead of Marxist 
theory, Gottwald has built his Party into 
Czechoslovakia’s largest by open compe- 
tition with other political groups. He has 
avoided Slavish imitation of Russia and 
has adapted his program to Czechoslo- 
vakia’s democratic tradition. 

But Gottwald always has insisted that 
close ties with Russia are in Czecho- 
slovakia’s interest and are no threat to 
her independence. Now he must prove 
it as never before. 

Gottwald has one out. He wanted to 

take part’in the Marshall Plan. All Czech- 
oslovaks know that his coalition Cabinet, 
which includes six Communists, accepted 
the Bevin-Bidault invitation to Paris be- 
fore Russia intervened. Czechoslovaks 
know, too, that no other party in the coa- 
lition, right or left, opposed Gottwald’s 
Moscow course. But Gottwald cannot 
avoid major responsibility for Czecho- 
slovakia’s new economic policy. 
@ A peasant’s son, who became a car- 
penter’s apprentice, Gottwald has little 
formal education. He derives his strength 
from skill in machine politics rather than 
brilliance in ideology or oratory. Leader 
of his country’s Communists since 1929, 
when he first was elected to Parliament, 
Gottwald is said to have “a mind for 
detail like that of an engineer.” 

A medium-sized man with bushy hair, 
the Communist leader has a quiet and 
urbane manner. He gives the imp¥ession 
of easy self-control. Now 50, he speaks 
some German and Russian, but knows 
no other languages except Czech and 
Slovak. 

When a schoolboy in Vienna, where he 
lived for a time with relatives, Gottwald 
suffered from the jibes of his German- 
speaking schoolmates. He got himself ex- 
pelled by refusing to speak German, 
talking only in Czech. His relatives 
frowned upon reading as a waste of time. 
So the young cabinetmaker spent his 
evenings with a book under a street light. 
He used to retire to his room, after the 
family had gone to bed, to continue his 
reading by candlelight. ! 


Still a voracious reader, the Commu- 

nist leader burrows through volumes of 
reports at his office every day. He tries 
to study and familiarize himself in detail 
with all major governmental problem... 
He gets to his office daily at 7 a. m. and 
often works far into the night. 
@ A moderate within his own Party, 
Gottwald has fought against Communist 
extremists to emphasize the national and 
democratic aspects of the Czechoslovak 
Communist Party. “Experience and the 
principles of Marxism,” he says, “tell us 
that the dictatorship of the proletariat is 
not the only road to socialism.” 

Gottwald’s speeches are largely free 
from appeals to class consciousness. With 
nationalization already extended to all 
large-scale business, constituting 75 per 
cent of Czechoslovak industry, he says he 
considers the “revolution” substantially 
accomplished. 

On several occasions, Gottwald has in- 
tervened to disperse mass demonstrations 
of Communist workers who have sought 
to stampede town councils into choosing 
Communist mayors against their will. 

But other parties, eyeing the activities 
of Communists in neighboring countries, 
are not too sure that they can rely on 
continuing adherence by the Commu- 
nists to democratic methods. They point 
out that Gottwald sought to have the 
Cabinet instead of Parliament draft the 
new Constitution. Only the united op- 
position of the other coalition parties 
forced the withdrawal of this proposal. 


Communist pressure on the Slovak 

conservative parties to expel rightist ele- 
ments arouses the concern of the coun- 
trys non-Communists. They fear dicta- 
torial methods should the Communists, 
who now hold 38 per cent of the seats in 
Parliament, gain a majority. They are 
wondering whether the Communists will 
yield power if the next election, 10 
months hence, should. reduce their 
strength. 
@ Russian trade, and the manner in 
which it affects the Czechoslovak stand- 
ard of living, will be a major factor in 
the election. 

Friendship for Russia on the part of the 
Czechoslovak people heretofore has con- 
tributed to Communist popularity. Since 
the Munich Pact of 1938, when Britain 
acquiesced in Hitler’s seizure of their 
country, most Czechoslovaks have felt 
Russia to be their main military protector. 
Liberation by the Soviet Army, the good 
behavior of Russian troops, and the early 
withdrawal of Soviet occupation forces 
strengthened this feeling. 

The Communists have capitalized on 
this sentiment. If Czechoslovakia suffers 
from Moscow’s insistence that she reject 
the Marshall Plan, public opinion may 
swing the other way. 

Thus far, under Gottwald’s leadership, 
Czechoslovakia has made _ substantial 
recovery. Industrial production is over 
70 per cent of prewar. Trade with the 
West, which constituted three quarters of 
Czechoslovakia’s business abroad last 
year, has been an important factor. 

Gottwald’s Communists have favored 
this profitable trade. They saw to it that 
Czechoslovakia made numerous trade 
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agreements with Western countries and 
participated, alone of the Eastern Euro- 
pean bloc, in the International Trade 
Organization Conference at Geneva. 

The Two-Year Plan, with its emphasis 
on heavy industry, will enable Czecho- 
slovakia to increase trade with Russia, 
which needs heavy machinery primarily. 
But to kep her industrial plant fully en- 
gaged, Czechoslovakia still must send 
westward the bulk of her exports, which 
are the products of light industry, to 
finance purchases of raw materials and 
machinery. Lack of American loans 
makes exports to the West even more 
essential. 


The dollar shortage in Western Euro- 
pean countries heretofore has aided 
Czechoslovak exports. These countries 
have preferred to pay higher prices to 
the Czechoslovaks rather than drain their 
hard currencies, and Czechoslovak ex- 
ports have boomed. If the Marshall Plan 
ends this dollar shortage, Czechoslovakia 
will face hard competition from American 
manufacturers in these markets. 

The favorable trade pact brought back 
from Moscow by Gottwald and closer 
ties with other Danubian countries may 
cushion the blow. But if it doesn’t, Gott- 
wald’s Communist Party will face hard 
sledding. 


WEDEMEYER: New Mission to Far East 


A COMPLETE RESURVEY of U.S. policy 
in the Far East is foreshadowed by 
the assignment of Lt. Gen. Albert C. 
Wedemeyer to China and Korea, with 
special instructions from President Tru- 
man to make “an appraisal of the over- 
all situation.” 

The timing of the mission is significant. 
China’s economy now is on the brink of 
collapse. The civil war between the Na- 
tionalist Government and the Chinese 
Communists is fiercer but more indecisive 
than ever. The future status of Manchuria 
is becoming an increasingly big question, 
with Russia’s intentions there obscure. In 
Korea, the Soviets still balk unification of 
the country despite fresh efforts for an 
agreement. 

The Wedemeyer mission is a quick 

follow-up to the U. S. seizure of the diplo- 
matic initiative in Europe with the Mar- 
shall Plan. Wedemeyer’s findings on the 
present situation in the Far East may lead 
to more positive moves by the U.S. for 
the rehabilitation of that area. 
@ China background. As commander in 
chief of U.S. forces in China during the 
closing years of the war and the troubled 
months that followed, Wedemeyer has a 
firsthand knowledge of China’s ills and 
woes from economics to civil war. He is 
highly regarded by Generalissimo Chiang 
Kai-shek and other key Government offi- 
cials. 

Besides his familiarity with China, 
Wedemeyer is a “Marshall man.” Secre- 
tary of State George C. Marshall, when 
he was Army Chief of Staff, had repeated 
opportunities to appraise Wedemeyer's 
work, 

While on Marshall’s staff, Wedemeyer 
built a reputation in the field of planning 
and strategy. He drew up the war plans 
that became the basic pattern for U.S. 
strategy after Pearl Harbor, The blue- 
prints for the Allied invasions of North 
Africa and Italy were prepared under 
his supervision, and he also directed the 
initial planning for the D-Day assault 
on France. 

Wedemeyer’s current mission to the 
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Far East gives him the opportunity to 
show how well he can apply his plan- 
ning ability to peace-time objectives. 

@ China’s crisis is by far the most press- 
ing question that confronts Wedemeyer 
and his party of experts. They must esti- 
mate how seriously the economic plight 
of the country has undermined Chiang’s 
Government and whether there is likeli- 
hood of that Government’s complete col- 
lapse. 3 

The complete collapse of Chiang’s Gov- 
ernment would open the way for the 
Chinese Communists to seize power, so 
Wedemeyer'’s appraisal is to be one of 
exceptional responsibility. It bears on a 
basic tenet of U.S. world policy, the 
preservation of a friendly Government in 
China. : 

Thus in the background lies the con- 

troversial issue of whether the United 
States should resume aid to Generalissimo 
Chiang Kai-shek’s Government, even 
though it is considered undemocratic and 
corrupt in many. ways. 
@ Manchuria represents another phase 
of the Chinese problem. The situation 
there has been steadily deteriorating, and 
the U.S. is much interested. 

Chiang’s forces now hold only a nar- 
row corridor with the Communists 
dominating the rest of the province. Rus- 
sia still refuses to permit the Nationalist 
Government to re-establish its authority 
in the Manchurian seaports of Dairen and 
Port Arthur, as provided by the terms of 
treaty between Chiang’s Government and 
Russia. 

Recovery of Manchuria, with its wealth 
of natural resources, would be a big help 
to Nationalist China’s economy, and at 
the same time open an attractive field 
for investment and development by capi- 
tal and technicians from other countries. 
As a close student of history, however, 
Wedemeyer knows that, dating back to 
Czarist days, the Russians have always 
been suspicious and resentful of U. S. 
enterprises in this province. 

@ In Korea, the situation Wedemeyer 
is to evaluate is similar in many ways to 
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the one that has faced the U.S. in di- 
vided Germany. 

The latest deadlock in U. S.-Soviet dis- — 
cussions looking toward unification raises 
the question of whether the U.S. now 
has no choice but to take- unilateral ac- 
tion for the rehabilitation of its own zone 
of occupation and for the creation of a 
provisional government there. 

Wedemeyer’s study of this situation is 

to have a direct bearing on the subject 
of increased U. S. assistance to Southern 
Korea, possibly by some modification of 
the Marshall Plan. For an analysis of the 
outlook in Korea, see page 12. 
@ The recommendations Wedemeyer 
brings back from his survey may be re- 
flected fairly soon in what the State De- 
partment decides to do next in the Far 
East. The General expects his mission to 
conclude its work in the Orient in about 
six weeks, so that the final report that 
goes to Secretary Marshall is to be up- 
to-date and timely. 

Apart from the specific suggestions the 
Wedemeyer mission produces, its survey 
tour is fresh evidence of the new program 
of the U.S. to integrate all parts of the 
world in its diplomatic planning. Devel- 
opments are to bring out how the next 
steps by the U.S. in the Far East will 
be co-ordinated with the positive policy 
now being pursued in Europe. 




















Olivos, Buenos Aires suburb, illustrates 
small-town existence in the Argentine 


OLIVOS, BUENOS AIRES 
cst is Our Town, Argentina. You 
might call it Suburbia, B. A. In an- 
other latitude, it would be Great Neck, 
Bronxville, Oak Park, Chevy Chase, Pots- 
dam or Hampstead. 

Take trains on either of two electrified 
lines of the Central Argentine Railroad 
from Olivos, and you're at Retiro Central 
Station in 20 to 25 minutes. From there, 
it’s a hop and a skip to the heart of the 
business district of downtown Buenos 
Aires. 

The stationmaster at’ Olivos is British, 
as are stationmasters all along the line. 
So was the railroad until it was nation- 
alized a few months ago. Under the terms 
of the contract, the stationmaster’s job is 
safe for five years. The many Britishers 
who live in Olivos wonder if their day, 
too, is passing with the gradual nation- 
alistic trend: of the Argentine Govern- 
ment. Some are making plans to go home. 
Others, Anglo-Argentines who were born 
here, are planning to remain, because 
this is more their home than London or 
some: unfamiliar town or village in the 
British Isles. 

There are, figuratively speaking, two 
“sides” of the tracks in Olivos—just as in 
Our Town, U.S.A. The “wrong side” 
consists of small shopkeepers, factory 
workers and domestic servants—almost all 
Argentine. The. fashionable “side”—be- 
coming more and more popular—consists 
of foreigners of the upper middle or 
wealthy class. 

Because of_this, you can hear on the 
streets of Olivos the language of the 
Dutch, Norwegians, Danes, French, Ger- 
man, British and North Americans. But 
most frequently heard are Argentine 
Spanish and the English of Great Britain. 

During the war, the British Commu- 
nity Council, Olivos Branch, raised funds 
for a shop that made garments for war 
victims. The Argentine Government was 
co-operative and exempted the shop from 
taxes. Aside from the welfare and other 
activities of this Council, which aids the 
local sanitarium dn caring for newborn 
babies and mothers of less fortunate cir- 
cumstances, community life here is loose- 
ly organized. 

Olivos is a community almost complete 
in itself. It has 33 groceries—carrying 
such names as the Future, Progress, The 


Four Winds—and 34 butcher shops. There 
are 32 doctors, 8 dentists, 12 lawyers, 
2 veterinarians and 2 midwives. There 
are two banks, and factories to manufac- 
ture paints, furniture, ceramics, candy, 
steel wool and metal. There's a lottery 
agency, 13 bars (one called Harmony 
and another To the Gallows), a brewery, 
three movie theaters and a movie studio. 

There are three clubs, one each for 
tennis, golf and yachting and fishing, and 
three auto-service stations. There are nine 
schools and two music conservatories. 
The Old Folks Home looks just like 
many in the States—a tall, red brick 
building with high, narrow windows 
edged in white, a vegetable garden, a 
flower garden, and severe straight-backed 
benches. 

Olivos is now part of the municipality 
of Vincent Lopez (which also contains 
four other towns) with a population of 
29,000—only a handful compared to Bue- 
nos Aires’ 5,000,000. 

The municipality is run by a mayor 
and a council appointed by the provincial 
government. It’s now solidly Peronist. 
Foreigners may vote in local elections if 
they own property. Usually, however, 
foreigners don’t bother to vote. U.S. 
citizens might be subject to loss of citi- 
zenship. 

All political parties (the Perdnist), 
Radical, Socialist, Conservative and Com- 
munist) have offices in town. The Com- 
munist Party, like some of the others, 
has a sign in shining brass outside the 
entrance to a walk-up flat, which makes 
it look more like a dentist’s office than the 
headquarters of a political party. 





Life Around the World 


We live on the corner of the Plaza. 
Like most Argentine plazas, it covers a 
square block and is diagonally criss- 
crossed by sidewalks leading to the statue 
in the center, in this case one of Vicente 
Lopez, author of the national anthem. 

Some of the trees lining the walks and 
periphery contain an admonition: “The 
tree is generous. It gives all, and asks 
nothing. Treat it kindly.” The grass and 
contrasting terra-cotta pebbled paths are 
always well kept. There is a vigilante 
always on hand to keep the children to 
the paths. 

On sunny week-day afternoons, the 
Plaza is the scene of many informal 
groups—school children in the white 
smocks used in Argentine schools; others 
from the private schools in their uni- 
forms; men or women sitting and talking 
about the latest rise in prices or reading 
La Presna; little children with their 
nurses or mothers. 

Catholic nuns in their traditional garb, 
with black umbrellas to shield them from 
the heat of the sun, sometimes can be 
seen going to and from the church that 
dominates the Plaza. Though still un- 
finished inside and out, the church is 
constantly in use. 

On holidays or week ends, a festive 
spirit pervades. Those are the times when 
one realizes that in Olivos there are more 
than a few cars other than colectivos— 
those little jitney busses that careen down 
the streets. Recently, more new Ameri- 
can automobiles have come into town. 
But French, Italian and English small 
cars still dominate. On holidays, parents 
come with their children to hear the 
occasional concerts played by the brass 
band of Vincente Lopez. It may not be 
Sousa, but the children seem to love it. 

The houses within a radius of séveral 
blocks of the Plaza are, for the most part, 
large and well kept. The larger the house 
and garden, the higher the fence or 
bushes that surround them. Rarely do 
you find a house with a cellar, but 
many have garages that serve the same 
function—storing of wood, coal, a place 
to iron, a place to put the trunks and 
bicycles. 

Plumbing, too, is different. The bath- 
room has, in the center of the floor, an 
outlet for the pipes covered by a remov- 
able grate. Twice a month, a trap spe- 
cialist, to whom you pay a subscription 
of 50 cents a month, comes to clean the 
traps and the drains of the bathrooms 
and kitchen. 

Heating varies greatly. As in England, 
most homes do not have central heating 
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systems. They usually depend on fire- 
places that burn quebracho, a hard wood 
that comes from the northern part of 
Argentina and Paraguay. The name of 
the wood is appropriate, for it means 
literally “ax-breaker.” 

Last year, wood cost $26 a ton, and 
it probably will increase in price this 
winter. In rooms where there are no 
fireplaces, a kerosene pressure stove is 
often used. Argentina suffered a short- 
age of kerosene for a while last year, 
though when it was available it could 
be purchased at a Government-fixed 
price. Many in Olivos paid far above the 
price in order to keep their homes warm. 
Electric heaters are available. But they 
are not often used by people who don't 
like a budgetary jolt at the end of the 
month. Electricity costs 7 cents per kilo- 
watt hour. One electric heater can burn 
up $10 and more a month. 

Homes with central heating never ex- 
pect piping-hot radiators. If they are 


lukewarm to medium hot, one considers 
the furnace in good working order. Fur- 
naces I’ve seen are about one fourth the 
size of those in the States and are usu- 
ally fed quebracho and sometimes coal 
which is imported and costs $42 a ton. 
Cooking stoves also may be heated by 
quebracho, but many modern homes use 
bottled Supergas, delivered to the door 
every two or three months. Some use the 
new Argentine-made electric stoves. 
These early autumn days south of the 
equator, when housewives are scurrying 
to get the fireplaces and furnaces ready 
for the wet, cold winter, top-hatted chim- 
ney sweeps can be seen going to work on 
motorcycles. Most of the cleaners are of 
German ancestry, whence their tightly 
buttoned uniforms are said to originate. 
Their purposely blackened faces give 
them a somber but at the same time 
comical appearance, with the blue eyes 
and the white teeth shining through the 
sootiness. J.. R. 


Queen Frederika regarded as the power 
behind Greek Monarchy’‘s operations 


ATHENS 
i ew QUEEN OF GREECE is considered 
by many in the know here to be the 
real power en the throne of Greece. The 
German-born Queen, a granddaughter of 
former Kaiser Wilhelm II, is a very in- 
telligent woman of strong character. Full 
of ambition and ideas, she is working 
hard at her new job of being Queen. 

Frederika Louise Thyra Victoria Mar- 
gerite Sophie Olga Cecille Isabelle Chris- 
ta, Princess of Hannover, Princess of 
Great Britain and Ireland, Duchess of 
Brunswick and Liineburg, is also a charm- 
ing woman, just turned 30, whose diplo- 
macy and personality have already won 
her many friends in this troubled land. 

When she returned to Athens as 
Crown Princess after Greece was liber- 
ated from the Nazis, she immediately 
plunged into a program of charity. She 
visited isolated villages throughout 
Greece, always at ease regardless of her 
surroundings. Today she is even busier 
and sums up her plans in one smiling 
sentence: “I like to stick my nose into 
everything.” 

The Queen’s views on work are very 
positive. Her enthusiasm about forming 
groups of volunteer workers so impressed 
King Paul that he told university students 
he would wield a pick with them on 
road work. (He’s never been seen work- 
ing on the roads, however.) When they 
shouted that they wanted to die for 
Greece, he gently reproved them. “That’s 
not enough,” he declared. “You must be 
ready to work for Greece.” 

Behind the King’s initiative lies the 
Queen’s energy and enthusiasm. “What 
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we need in Greece today,” she cries, “is 
work and more work, volunteers and 
more volunteers, to pull Greece out of 
the hole.” | 

The Queen has an idea that only 
work will bring the “rebels” out of the 
hills. She wants the Greek Army to win 
complete superiority, but once they have 
won, she wants the victory used with 
moderation. 

“We can save many of them,” she says, 
her face anxious and serious. “They are 
only young men who have no work and 
no leadership. They know no trade, only 
fighting. Of course, some of the leaders 
are bad, but most of them are not.” 

Queen Frederika’s charm captivates 
even her enemies. On a tour of Army in- 
stallations, she visited some of the hos- 
pitals where wounded rebels were receiv- 
ing medical care. Walking straight into a 


ward, she stood among them and asked: 


“Are you Greeks?” There was a chorus 
of “ayes.” “Well,” she said, “always re- 
member that. Never, never forget that 
you are Greeks.” She won them all. 

The Queen also has a sense of humor 
that helps a great deal these tough days. 
Until recently, she corrected her short- 
sightedness by wearing contact lens on 
her eyes. She tells with amusement of the 
horrified looks on the faces of visiting rel- 
atives when her husband would step up 
and solemnly tap her eyeballs with a 
pencil. 

The Queen received me in a small 
salon overlooking the sunny Palace Gar- 
dens. Aside from her favorite subject of 
work, I had a difficult time getting her 
to talk about anything except her chil- 





dren. There are three: Crown Prince 
Constantine, 7; Princess Sophia, 8; and 
little Princess Irene, 5, who was born 
in Capetown, South Africa, their haven 
during the German occupation of Greece. 

Until recently, the youngsters thought 
about themselves only as children, not 
as a princeling and princesses. Once not 
long ago, the Crown Prince pestered his 
mother in church by asking why they 
had to stand in the middle of the aisle 
instead of on the sides like everyone else. 
She explained: “It is cooler here.” 

Today, because of the Palace servants’ 
talk, and the cheering crowds wherever 
they go, the children are becoming aware 
of their position. The Queen has very 
definite ideas about how they are to be 
brought up. They now receive private 
lessons at the Palace, but they are slated 
to go to school. All three speak fluent 
English as well as Greek. 

“I was brought up to believe that chil- 
dren should be seen and not heard,” 
Queen Frederika says, “but I disagree. I 
treat my children like grown-ups. I ask 
their advice. They must mix with people. 
I don’t want them to lead a sheltered 
life in the Palace.” 

Although she comes from chilly and 
damp Hannover in Germany, the Queen 
loves everything about Greece. Years 
spent in Egypt during the war have in- 
ured her to the heat. The beauty of 
Greece’s hills and mountains, she thinks, 
surpasses that of the Alps of Switzerland. 
Her admiration of everything Greek has 
won her the sympathy of a great part 
of the population. Her enemies say that 
her charm is her danger. Before her 
smile, even her enemies are butter. 

Whether Paul has the same _ idea 
or not, the Palace is going places now 
that he is King. Teuton determination 
and international diplomacy combine to 
make the Queen one of the most forceful 
members of the fading monarchies of 
Europe. 

“I worked hard when I was Crown 
Princess,” she said as I left the Palace, 
“and now I shall work even harder. 
After all, that’s what I’m paid for. It’s 
my job.” J. M. 
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REVISED BASIS FOR U. S. RULE IN GERMANY 





Directive to Military Governor gearing zone to Europe's recovery efforts 


(Text of directive from United States Joint Chiefs of 
Staff to Commander in Chief of U.S. forces of occupa- 
tion in Germany regarding the Military Government, 
July 11, 1947.) 


(1) Purpose of This Directive 


This directive, issued to you as Commanding General of 
the United States forces of occupation and as Military 
Governor in Germany, constitutes a statement of the ob- 
jectives of your Government in Germany and of the basic 
policies to which your Government wishes you to give effect 
from the present time forward. It supersedes JCS 1067/6 
and its amendments. 


(2) Authority of Military Government 

a. Your authority as Military Governor will be broadly con- 
strued and empowers you to take action consistent with rele- 
vant international agreements, general foreign policies of this 
Government and with this directive, appropriate or desirable 
to attain your Government's objectives in Germany or to meet 
military exigencies, | 

b. Pending arrangements for the effective treatment of Ger- 
many as an economic and political unit, you will exert every 
effort to achieve economic unity with other zones. 


(3) United States Policy Toward Germany 

The basic interest of the United States throughout the world 
is just and lasting peace. Such a peace can be achieved only if 
conditions of public order and prosperity are created in Europe 
as a whole. An orderly and prosperous Europe requires the 
economic contributions of a stable and productive Germany as 
well as the necessary restraints to insure that Germany is not 
allowed to revive its destructive militarism. 

To accomplish the latter purpose, the United States Gov- 
ernment has proposed to the other occupying powers a treaty 
for the continuing disarmament and demilitarization of Ger- 
many and it has committed itself to maintaining a United 
States Army of Occupation as long as foreign occupation of 
Germany continues. 

As a positive program requiring urgent action the United 
States Government seeks the creation of those political, eco- 
nomic and moral conditions in Germany which will contribute 
most effectively to a stable and prosperous Europe. 


. iil 
(4) Demilitarization 
There should be no relaxation of effort to complete and ef- 
fectively to maintain the disarmament and the demilitarization 
of Germany. 


IV 
(5) United States Political Objectives in Germany 


It is an objective of the United States Government that there 
should arise in Germany as rapidly as possible a form of po- 


litical organization and a manner of political life which, resting 
on a substantial basis of economic well-being, will lead to tran- 
quillity within Germany and will contribute to the spirit of 
peace among nations. 

Your task, therefore, is fundamentally that of helping to lay 
the economic and educational bases of a sound German de- 
mocracy, of encouraging bona fide democratic efforts and of 
prohibiting those activities which would jeopardize genuinely 
democratic developments. | 


(6) German Self-Government 

a. You will continue to promote the development in Ger- 
many of institutions of popular self-government and the as- 
sumption of direct responsibility by German governmental 
agencies, assuring them legislative, judicial and executive 
powers, consistent with military security and the purposes of 


* the occupation. 


b. It is the view of your Government that the most construc- 
tive development of German political life would be in the 
establishment throughout Germany of federal German states 
(Lander) and the formation of a central German government 
with carefully defined and limited powers and functions. All 
powers shall be vested in the Lander except such as are ex- 
pressly delegated to the central government. 

c. Your Government does not wish to impose its own his- 
torically developed forms of democracy and social organiza- 
tion on Germany and believes equally firmly that no other 
external forms should be imposed. It seeks the establishment 
in Germany of a political organization which is derived from 
the people and subject to their control, which operates in 
accordance with democratic electoral precedures, and which 
is dedicated to uphold both the basic civil and human rights 
of the individual. It is opposed to an excessively central- 
ized government which through a concentration of power 
may threaten both the existence of democracy in Germany 
and the security of Germany's neighbors and the rest of 
the world. Your Goyernment believes finally that, within 
the principles stated above, the ultimate constitutional form 
of German political life should be left to the decision of the 
German people made freely in accordance with democratic 
processes. 


(7) Interzonal German Administrative Agencies 

Pending the establishment of central German administra- 
tive agencies and of a central German government, you 
will continue, consistent with the objectives of Paragraph 6, 
to make arrangements with other zonal commanders for 
the creation and operation of interzonal German administra- 
tive agencies. 


(8) Political Parties 


a. You will adhere to the policy of authorizing and encour- 
aging all political parties whose programs, activities and struc- 
ture demonstrate their allegiance to democratic principles. 
Political parties shall be competitive in character, constituted 
by voluntary associations of citizens in which the leaders are 
responsible to the members, and with no party enjoying a 
privileged status. 
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b. You will likewise give support to the principle that Mili- 
tary Government and the German authorities should afford 
nondiscriminatory treatment to duly authorized political par- 
ties. Every authorized political party should have the right 
freely to state its views and to present its candidates to the 
electorate, and you will tolerate no curtailment of, nor hin- 
drance to, the exercise of that right; if, however, you find that 
an authorized party is adopting or advocating undemocratic 
practices or ideas, you may restrict or withdraw its rights and 
privileges. 

c. You will urge in the Control Council the recognition of 
nation-wide political parties and the uniform treatment of all 
authorized parties in all zones of occupation. You will advocate 
quadripartite supervision of political activities and of elections 
throughout Germany as a whole. 


(9) Denazification 


You will implement in your zone the decisions in denazifica- 
tion taken April 23, 1947, by the Council of Foreign Ministers, 
as may be agreed in ACC, 7 


(10) War Crimes 


You will make every effort to facilitate and bring to early 
completion the war crimes program subject to the conclusions 
and recommendations with respect to organizations and mem- 
bers thereof contained in the judgment of the International 
Military Tribunal. 


(11) Courts and Judicial Procedures 


a. You will exercise such supervision over German courts 
as is necessary to prevent the revival of National Socialist doc- 
trines, to prohibit discrimination on grounds of race, nation- 
ality, creed or political belief, to enforce the application of the 
principles expressed in Control Council Proclamation No. 3 
and compliance with the provisions of Control Council and 
Military Government legislation. You will foster the independ- 
ence of the German judiciary by allowing the courts freedom 
in; their interpretation and application of the law and by limit- 
ing the control measures instituted by Military Government to 
the minimum consistent with the accomplishment of the aims 
of the occupation. 

b. You will maintain sufficient Military Government courts 
to try persons accused of offenses involving the safety and 
security of United States and Allied personnel and all cases in 
which the interest of Military Government requires such 
procedure. 

c. You may extend the jurisdiction of the German courts to 
all cases which do not involve the interests of Military Govern- 
ment or persons under the protective care of Military Govern- 
ment. Any German tribunal established for the purpose of 
determining internal restitution claims may exercise jurisdic- 
tion Over any person irrespective of his status who institutes a 
proceeding therein. 

d. As a basic objective of the occupation is the re-establish- 
ment of the rule of law in Germany, you will require all agen- 
cies under your control to refrain from arbitrary and oppressive 
measures. Except when it clearly appears that detention is 
necessary for the security of the occupying forces, no person 
will be detained except when he is charged with a specific 
offense and is subject to trial by a duly constituted tribunal. 


You will protect the civil rights of persons detained under . 


charges assuring them a fair trial and ample opportunity to 
prepare their defense. You will by regulation limit arrests for 
security purposes to cases where overriding considerations of 
military necessity require such procedure. Persons so detained 
will be permitted to communicate with their nearest relative 
or friend unless urgent security considerations require an ex- 
ception, and you will review their cases periodically to deter- 
mine whether further detention is warranted. When in your 
opinion it will be compatible with security considerations, you 
will eliminate such arrests without prejudice to a revival of the 
practice in emergencies. ; 
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(12) Legisiation 


You will exercise your power of disapproval over German 
legislation only when such legislation conflicts with the legis- 
lation or other policies of Military Government. 


(13) Movement of Persons 


a. You will implement the decisions taken 23 April 1947 by 
the Council of Foreign Ministers with regard to United Na- 
tions displaced persons and population transfers. 

b. You will, in co-operation with IRO, facilitate the emigra- 
tion to other countries of those displaced persons unwilling to 
be repatriated. 

c. Pending the movement of displaced persons, you will re- 
tain over-all responsibility for their appropriate care, mainte- 
nance and protection. You will utilize the IRO to the maxi- 
mum possible extent in assisting you to discharge this respon- 
sibility. 

d. The term displaced persons as used above refers to dis- 
placed persons and refugees as defined in the IRO constitu- 
tion. : 

e. You will hold the German authorities responsible for the 
care and disposition of nationals of former enemy countries 
not otherwise provided for herein, and you will continue to 
facilitate their repatriation. 

f. You will require that persons of German extraction who 
have been transferred to Germany be granted German nation- 
ality with full civil and political rights except in cases of 
recognized disqualifications under German law. You will take 
such measures as you may deem appropriate to assist the Ger- 
man authorities in effecting a program of resettlement. 

g. You will continue to permit the exchange of Germans 
seeking permanent residence between the United States zone 
and other zones on a reciprocal basis. You will permit free 
movement for temporary purposes to the greatest possible ex- 
tent consistent with security considerations and with inter- 
zonal or quadripartite agreement. 

h. You will continue to receive those Germans whose pres- 
ence abroad is deemed by your Government to be contrary 
to the national intesest. You will likewise permit the re-entry 
of German and former German nationals who desire to return 
permanently, but in view of restricted facilities you will give 
priority to those who are willing and able to contribute to the 
peaceful reconstruction of Germany. 

i. You will permit only those Germans to leave Germany 
who are included in categories approved by Allied agreements 
or your Government's instructions. 


(14) Prisoners of War 


In carrying out the decision of the Council of Foreign Min- 
isters of 23 April 1947, you will press in the Control Council 
for the earliest possible return of all German prisoners of 
war still located in the territories of the Allied powers and in 
all other territories. | 


(15) General Economic Objectives 

The economic objectives of the United States Government 
in Germany are: 

a. To eliminate industry used solely to manufacture and 
to reduce industry used chiefly to support the production of 
arms, ammunition and implements of war; 

b. To exact from Germany reparation for the losses suffered 
by United Nations as a consequence of German aggression; 
and 

c. To encourage the German people to rebuild a self- 
supporting state devoted to peaceful purposes, integrated into 
the economy of Europe. 

Although the economic rehabilitation of Germany, within 
the framework of these objectives, is the task and responsi- 
bility of the German people, you should provide them general 
policy guidance, assist in the development of a balanced for- 
eign trade and insure that German efforts are consistent with, 








and contribute to, the fulfillment of your Government’s 
objectives. 


(16) Economic Disarmament and Reparation 


a. Your Government continues to desire the general ful- 
fillment of the principles of the Potsdam Agreement regarding 
reparation and industrial disarmament. 

b. Your Government believes that the level of industry 
eventually agreed upon for Germany as a basis for reparation 
removals, while eliminating excess industrial capacity which 
has been used by Germany for the purpose of making war, 
should not permanently limit Germany’s industrial capacity. 
The German people, after the period of reparation removals, 
should not be denied the right, consistent with continued dis- 
armament, to develop their resources for the purpose of 
achieving higher standards of living. 

c. Your Government does not agree to reparation from 
Germany greater than that provided by the Potsdam Agree- 
ment. Nor does your Government agree to finance the pay- 
ment of reparation by Germany to other United Nations by 
increasing its financial outlay in Germany or by postponing 
the achievement of a self-sustaining German econonsy. Your 
Government reaffirms the principle that the proceeds of au- 
thorized exports shall be used in the first place for the pay- 
ment of authorized imports. 

d. You will attempt to obtain Control Council recognition 
of the principle of compensation for property taken for repa- 
ration, or where it has been necessary to destroy property 
under the agreements for economic disarmament, such com- 
pensation to constitute a charge against the German economy 
as a whole. Except in prohibited industries, you will endeavor 
to insure, to the greatest extent practicable, that no plant in 
which there is foreign ownership or control is removed for 
reparation as long as German-owned plants are available for 
that purpose. 

e. You will continue to assist in the location of cloaked 
German-owned assets abroad, and where possible you will 
assist in their liquidation. 


(17) Restitution 


a. You will proceed, consistent with agreements on resti- 
tution reached in the Control Council, to restore such identi- 
fiable property, other than gold and transport essential to 
minimum German economy, to the government of the country 
from which it was taken. You will not consent to any exten- 
sive program for the replacement of looted or displaced prop- 
erty which has been destroyed or cannot be located whenever 
such replacement can be accomplished only at the expense of 
reparation, a self-sustaining German economy, or the cultura 
heritage of the German people. 

b. You will turn over monetary gold uncovered in Germany 
to the Tripartite Gold Commission in Brussels for distri- 
bution in accordance with the terms of the Paris Act on 
Reparation. 

c. In accordance with JCS 1570/9, you will make avail- 
able for the rehabilitation and resettlement of nonrepatriable 
victims of German action:valuable personal property looted 
from Nazi victims which is not restitutable. 

d. It is the policy of your Government that persons and 
organizations deprived of their property as a result of National 
Socialist persecution should either have their property re- 
turned, or be compensated therefor, and that persons who 
suffered personal damage or injury through National Socialist 
persecution should receive indemnification in German cur- 
rency. With respect to heirless and unclaimed property subject 
to internal restitution, you will designate appropriate successor 
organizations. 


(18) Economic Unity and Recovery 

a. Your Government is desirous of securing agreement 
in the Control Council to the treatment of Germany as an 
economic unit, the formulation of common policies in all 
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matters affecting Germany as a whole, and the establishment 
of central German administrative agencies for the purpose 
ot implementing such common policies in the fields of 
finance, transport, communications, agriculture, economics 
(including industry and foreign trade) and such other 
fields as the Control Council may consider necessary and 
appropriate. 

b. Your Government likewise desires to secure the adoption 
of a production and foreign trade program for Germany as a 
whole which should be directed toward an increasing stand- 
ard of living in Germany and the attainment at the earliest 
practicable date of a self-sustaining German economy. Such 
a program should give highest priority to increased production 
of coal, food and export goods; provide for such allocation and 
distribution of German indigenous output and approved im- 
ports throughout Germany as are necessary to carry out the 
production program and attain the agreed standard of living; 
insure full poyvment for all goods and services exported from 
Germany (other than reparation or restitution) in approved 
imports or in foreign exchange which can be utilized for the 
payment of approved imports, and provide for the pooling 
of all export proceeds to be made available, first to meet the 
import needs of Germany as a whole for such time and in 
such amount as may hereafter be determined, and secondly 
to compensate the occupying powers for past expenditures 
pursuant to terms and conditions to be established hereafter, 
priority in the latter case being given to payment of costs 
sustained for essential imports in direct proportion to the 
expenditures made by the occupying powers. 

c. In cases where the restoration of normal international 
commercial relations between Germany and the rest of 
Europe would involve an increase of U. S. dollar expenditures 
for the government of Germany, or a delay in the attainment 
of a self-supporting German economy at an appropriate 
standard of living, funds for German expenditures shall be 
increased, or the German economy compensated through pro- 
vision by the U.S. of sufficient relief monies to the country 
or countries so benefited to enable them to pay Germany. 
You will consult other European countries and international 
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organizations representing such countries in matters of Ger- 
man production and trade mentioned above, and insure that 
emphasis is given, in the selection of items for export, to 
goods needed by European countries for their economic 
recovery and rehabilitation insofar as these countries may 
provide in payment needed imports for Germany, or foreign 
exchange which can pay for such imports. Proposed trans- 
actions of a substantial nature which would lead to a restora- 
tion of general European trade or normal international com- 
mercial ‘relations or restore normal trade exchanges between 
Germany and other European countries but which would not 
conform to the principles stated in this paragraph should be 
referred to the U.S. Government for decision. 

d. You will support the removal of existing trade barriers 
and will encourage the return of foreign trade to normal trade 
channels. 


(19) Finance 


a. Your Government views the reorganization of German 
finances on a sound basis and the attainment of financial 
stability in Germany as among the main factors essential to 
German economic recovery along democratic and peaceful 
lines. To that end, you will endeavor to have the Control 
Council adopt uniform financial policies in conformity with the 
principles and the objectives set forth in this directive. 

b. Pending agreement in the Control Council, or until re- 
ceipt of further directive from your Government, you will con- 
tinue to be guided by the following policies in your zone: 


(1) You will control, within the scope of your au- 
thority, all financial transactions of an international 
character in order to keep Nazi influence out of the field 
of finance and prevent outward movements of capital 
from Germany; 

(2) You will exercise general supervision over German 
public expenditures and measures of taxation in order to 
insure that they are consistent with the objectives of the 
Military Government; 

(3) You will take such action as may be necessary to 
prevent the establishment of a centralized German bank- 
ing system and an undue concentration of financial 
power, but will encourage the establishment of a central 
authority for the production, issuance and control of cur- 
rency and for technical banking supervision. You will also 
encourage the Germans to re-establish normal banking 
facilities within the limitation prescribed above and within 
the present blocking of assets and accounts under Military 
Government Law No. 52; 

(4) You will use the resources of the German economy 
to the maximum extent possible in order to reduce ex- 
penditures from appropriated funds of your Government. 
You are authorized, as provided in the Potsdam Agree- 
ment, to use the proceeds of exports to pay for imports 
which you deem essential, subject to strict accounting and 
auditing procedures; 

(5) You will continue to aid economic recovery by 
collection of full payment for exports of German goods 
and services; and 

(6) You will continue to prevent nonessential imports. 


c. You will press for the adoption by the Control Council 
of a program for financial reform which provides for a substan- 
tial and appropriate reduction in outstanding currency and 
monetary claims, including public and private debt; for the 
equitable sharing of the costs of war and defeat; and for ancil- 
lary measures including adjustments in the wage-price struc- 
ture necessary to the restoration of balance between the 
financial structure and the economic realities. 

d. (1) You will maintain such accounts and records as may 
be necessary to reflect the financial operations of the Military 
Government (U.S.) in Germany, including also such opera- 
tions undertaken jointly by you with the Military Government 
in the British and other zones of occupation in Germany. 
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(2) You will take measures necessary for calculating oc- 
cupation costs distinguishing those now incurred within Ger- 
many and supported by the German economy, and external 
occupation costs for eventual settlement with Germany. You 
will endeaver to agree on a definition of occupation costs of 
both types within the Control Council and to limit and control 
internal occupation costs on a quadrilateral basis. 


(20) Agriculture 

a. In accordance with the decisions of 23 April 1947 of the 
Council of Foreign Ministers, you will insure the carrying out 
and completion of land reform in your zone in 1947. 

b. You will require the appropriate German authorities to 
adopt and implement policies and practices which will: 

Maximize the production and provide for the effective 

collection and distribution of agricultural products. 

c. You will require the appropriate German authorities to 
adopt and implement similar policies and practices in respect 
to forestry and fishing resources. 


(21) Economic Institutions 


a. Pending agreement among the occupying powers you 
will in your zone prohibit all cartels and cartel-like organiza- 
tions, and effect a dispersion of ownership and control of Ger- 
man industry through the dissolution of such combines, merg- 
ers, holding companies and interlocking directorates which rep- 
resent an actual or potential restraint of trade or may dominate 
or substantially influence the policies of governmental agen- 
cies. You will not, however, prohibit governmental regulation 
of prices or monopolies subject to government regulation, in 
fields where competition is impracticable. Insofar as possible, 
you will co-ordinate your action in this field with the com- 
manders of other zones of occupation. 

b. You will permit the formation and functioning of to- 
operatives, provided they are voluntary in membership and 
are organized along democratic lines and do not engage in 
activities prohibited under the above paragraph. 

c. While it is your duty to give the German people an-op- 
portunity to learn of the principles and advantages of free 
enterprise, you will refrain from interfering in the question of 
public ownership of enterprises in Germany, except to insure 
that any choice for or against public ownership is made freely 
through the normal processes of democratic government. No- 
measure of public ownership shall apply to foreign-owned 
property unless arrangements which are satisfartory to your 
Government have been made for the compensation of foreign 
owners. Pending ultimate decision as to the form and powers 
of the central German government, you will permit no public 
ownership measure which would reserve that ownership to 
such central government. 

d. Pending agreement among the occupying powers, you 
will limit new foreign investment in your zone of Germany 
and will continue to insure that all property, however owned, 
and all production and man power in your zone are sub- 
ject in all respects to the decisions and directives of the 
Control Council, and to Military Government and Ger- 
man law. | 

e. (1) You will permit the organization, operation, and free 
development of trade unions, provided that their leaders are 
responsible to the membership and their aims and practices 
accord with democratic principles. Any federation of trade 
unions shall not impair the financial and organizational auton- 
omy of member unions. You will encourage the trade unions 
to support programs of adult education and to foster an under- 
standing of democratic processes among their members. You 
will permit trade unions to act in the interests of their mem- 
bers and to bargain collectively regarding wages, hours and 
working conditions within the framework of such wage and 
price controls as it may be necessary to maintain. 

(2) Trade unions may represent the occupational, eco- 
ncmic and social interests of their members in accordance 
with the authority contained in their constitutions. Their 








basic functions may include participation with appropriate 
authorities in the establishment and development of a peace- 
ful economy. 

f. You will permit the organization and functioning of work 
councils on a democratic basis for the representation of the 
interests of employes in individual enterprises and will not 
prohibit the co-operation of trade unions therewith. 

g. You will also permit the establishment of machinery for 
the voluntary settlement of industrial disputes. 


Vi 
(22) Cultural Objectives 


Your Government holds that the re-education of the German 
people is an integral part of policies intended to help develop 
a democratic form of government and to restore a stable and 
peaceful economy; it believes that there should be no forcible 
break in the cultural unity of Germany, but recognizes the 
spiritual value of the regional traditions of Germany and 
wishes to foster them; it is convinced that the manner and pur- 
poses of the reconstruction of the national German culture 
have a vital significance for the future of Germany. 

It is, therefore, of the highest importance that you-*make 
every effort to secure maximum co-ordination between the 
occupying powers of cultural objectives designed to serve the 
cause of peace. You will encourage German initiative and 
responsible participation in this work of cultural reconstruc- 
tion and you will expedite the establishment of these interna- 
tional cultural relations which will overcome the spiritual 
isolation imposed by national socialism on Germany and 
further the assimilation of the German people into the world 
community of nations, 


~ 


(23) Education 


a. In recognition of the fact that evil consequences to all 
free men flow from the suppression and corruption of truth 
and that education is a primary means of creating a democratic 
and peaceful Germany, you will continue to encourage and 
assist in the development of educational methods, institutions, 
programs and materials designed to further the creation of 
democratic attitudes and practices through education. You will 
require the German Ldnder authorities to adopt and execute 
educational programs designed to develop a healthy, demo- 
cratic educational system which will offer equal opportunity to 
all according to their qualifications. 

b. You will continue to effect the complete elimination of 
all National Socialist, militaristic and aggressively nationalistic 
influences, practices and teachings from the German educa- 
tional system. 


(24) Religious Affairs 


a. You will, in the United States Area of Occupation, 
continue to assure freedom of religion. You will assure pro- 
tection of religious activity and support these principles in 
the deliberations of the Control Council. 

b. You will give freedom to the Germans to decide all 
questions concerniug the constitution, the religious activity 
and the amalgamation of purely ecclestial bodies. 

c. You will continue to take such action as may be neces- 
sary to prevent the revival of National Socialist and militaristic 
activity under the cloak of a religious program or organization. 


(25) Monuments, Fine Arts and Archives 


a. You will respect, and permit German authorities to pro- 
tect and preserve, the property of all cultural institutions dedi- 
cated to religion, charity, education, the arts and sciences, 
historic monuments and historic archives, together with their 
collections and endowments. You will apply the same prin- 
ciple to all other property of cultural value, whether publicly 
or privately owned, except for institutions and monuments 
specifically devoted to the perpetuation of national socialism 
or to the glorification of the German militaristic tradition. 

b. You are authorized to make such use of German 
records and archives as may be appropriate. 


(26) Public Information 


a. You will, in the United States Area of Occupation, 
supervise, encourage and assist in the development by the 
Germans of media of public inforamtion designed to advance 
the political and cultural objectives stated in this derective. 

b. You will arrange through the Allied Control Council 
for the implementation of the decision of 23 April 1947 of the 
Council of Foreign Ministers on the free exchange of in- 
formation and democratic ideas by all media in all of 
Germany. 

c. You will develop and maintain organizations and facili- 
ties for the operation of media or information, including those 
sponsored by Military Government, designed to further the 
objectives of your Government. 


(27) Re-establishment of International Cultural Relations 


In furtherance of the program of the reorientation of the 
German people and the revival of international cultural rela- 
ticns, you will permit and assist the travel into and out of 
Germany of persons useful for this program within the avail- 
ability of your facilities. You will also permit and assist, to the 
extent of your facilities, the free flow of cultural materials to 
and from Germany. 








SOVIET CRITICISM OF MARSHALL PLAN 


Russia’s reasons for refusal to take part in program to revive Europe 


(Text of statement on Soviet Russia’s views concern- 
ing European reconstruction made by V. A. Zorin, Soviet 
Ambassador to Switzerland, before the Economic Com- 
mission for Europe, Geneva, Switzerland.) 


Bb DELEGATION of the Soviet Union considers it to be its 
duty to make the following statement in order to explain 
to the members of the Economic Commission for Europe the 
position adopted by the U.S.S.R. at the recent Paris con- 
ference of the three foreign ministers. This statefnent is 
particularly necessary in connection with the speeches made 
by the representatives of the British and French governments 
at the present meeting. 

The speech of Mr. Marshall, the United States Secretary of 
State, at Harvard University on June 5, made it known that 


if the countries of Europe took the initiative in working out 
a plan for their economic restoration, the United States would 
be able to come to their assistance. 

Mr. Bevin and Mr. Bidault, together with their experts, met 
in Paris on June 17 and 18 and held fairly long conferences, 
concerning which, however, only a brief communique was 
published, ending by stating that the British and French 
governments considered it necessary to invite the Soviet 
Government to take part in a conference of the three foreign 
ministers for the purpose of discussing the problems that 
arose in connection with Mr. Marshall's declaration. It is 
also known that the Soviet Government accepted the invita- 
tion of the British and French governments, although it had 
no information regarding the nature and conditions of the 
possible economic assistance to be given to the countries of 
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Europe by the United States, and also regarding the measures 
discussed by the British and French governments during the 
conversations in Paris on June 17 and 18. * 

One would think that the two other governments who were 
the initiators of the conference should have informed the 
third member of the conference as to what they knew regard- 
ing the plans of the American Government in connection 
with the proposal made by Mr. Marshall, particularly as Mr. 
Marshall’s deputy, Mr. Clayton, had spent several days in 
London and had several meetings with Mr. Bevin just before 
the Paris conference. 

This was not the case, however. In reply to Mr. Molotov’s 
legitimate question on this subject, Mr. Bevin and Mr. Bidault 
said that they knew just as much about the intentions of the 
United States Government as the Soviet Government did and 
that, apart from the general speech of Mr. Marshall, they 
had no other information on the subject. 

It was natural that the Soviet delegation at the very begin- 
ning of the Paris conference should propose inquiring of the 
United States Government to what extent the countries of 
Europe could rely on the economic assistance of the United 
States, what the conditions of American credit were likely 
to be, its amount, duration, etc., and also whether the coun- 
tries of Europe could be assured that Congress would approve 
the measures proposed by the United States Government in 
the way of aid to European countries. In spite of the fact 
that this was a perfectly legitimate and natural proposal, it 
was opposed by Mr. Bevin and Mr. Bidault. The questions 
of the Soviet delegation regarding the subject matter of the 
conversations, which took place in Paris on June 17 and 18, 
and the decisions that were taken therein, likewise remained 
without any comprehensive answer. 

It was already becoming obvious from these facts that, 
before the Paris conference, the representatives of the British 
and French governments had evidently reached an agree- 
ment with the United States behind the back of the Soviet 
Union and merely proposed at the conference itself what had 
been agreed upon between them before the conference. 

In the beginning, the Paris conference heard the proposal 
of the French Government, to which the British Government 
adhered in general and afterwards put forward also a proposal 
of its own. At the base of this Franco-British proposal lay the 
elaboration of an all-embracing economic program for Euro- 
pean countries and only as a passing task the elucidation of 
the needs of these countries for American economic aid. 

For this purpose, it was proposed to set up a so-called 
“Steering Committee” of representatives of the three great 
powers, which would direct all the work of elaborating such 
an all-embracing plan. It was proposed to charge this Steering 
Committee to draw up before September 1, 1947, a report 
on the economic and financial situation of Europe, including 
a general investigation of the difficulties with which Europe 
is faced, an analysis of the efforts already made by various 
countries to bring about their recovery, and a survey of the 
outside assistance hitherto received in the form of credits 
and donations, and also a program for the purpose of securing 
the best possible development of European productivity in 
the field of agriculture, power, transport and ferrous metal- 
lurgy, an analysis of the balance of European payments in 
dollars and, finally, the calculation of the quantity and cost 
of the food and basic types of raw materials which Europe 
would have to import from the American Continent in 1948 
in order to provide for its current needs. 

As appears from this list of the questions to be considered 
by the Steering Committee, the British and French govern- 
ments intended to take advantage of Mr. Marshall’s declara- 
tion in order to try and create a new organization, standing 
above the European countries and outside the United Nations, 
an organization that would establish economic control over 
the countries of Europe to the extent of determining this or 
that direction of the development of the main branches of 
industry in these countries. Moreover, it was obvious that 
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Great Britain and France claimed a dominating position in 
this organization and were not unwilling to avail themselves 
of the new organization and the resources of the countries 
taking part in it, in order to overcome as speedily as possible 
in the first place the economic difficulties with which these 
countries are faced at the present time. 

- At the same time, the Anglo-French plan also proposed 
considering the question of the economy of Germany, al- 
though it was clear to everybody that this problem was a 
matter to be discussed not by three but by the four occupying 
powers who are bound to give effect to the decisions taken by 
them at Potsdam. 

The Soviet Government naturally could not agree to these 
proposals of the French and British governments and declared 
that every European nation, every European state, great or 
small, was entitled to decide for itself the question of how 
best to insure the restoration and improvement of its economy. 

No foreign interference in the affairs of the economic resto- 
ration of the countries of Europe can naturally be tolerated, 
because internal economic problems are the a affair 
of each country, each nation. 

No attempt to interfere from outside in the economic life 
of individual countries can lead to any positive results. On 
this basis it is impossible to bring about normal co-operation 
among the countries of Europe. As a result of criticism by 
the Soviet delegation, Mr. Bevin and Mr. Bidault gave 
assurances that the British and French governments had no 
intention of violating the sovereignty of states and even 
inserted corresponding oral assurances in their new projects. 
But the significance attached to these words about noninter- 
vention in the internal affairs of small states and about the 
preservation of economic independence may be seen from 
the examples of the recent agreements of Greece and Austria 
with the United States of America. 

Since the Paris conference was convened in connection with 
the question of possible American economic aid to the 
countries of Europe, the Soviet delegation put forward a 
proposal for the creation of a Committee of Co-operation that 
would collect the corresponding statements from countries in 
need of this aid, and after having made a joint examination 
of them, would then pass them on to the United States while 
giving all possible assistance so that the required American 
economic aid may be speedily received. The Soviet delega- 
tion considered that the ascertainment of the need for 
American economic aid could not be a matter for only the 
three countries taking part in the Paris conference, that other 
European countries should also be brought in for the purpose 
of working out this question and, moreover, that consideration 
should be given in the first place to the needs of those Euro- 
pean countries that were subjected to German occupation and 
assisted the common cause of the Allies in achieving victory 
over the enemy. 

The Soviet delegation also considered that the question 
of Germany, her economic development and economic rela- 
tions with the countries of Europe, should be examined not 
at the Paris conference but by the Council of Foreign Min- 
isters, in which the four occupying powers participate. 

Finally, the Soviet delegation considered that the proposed 
Committee of Co-operation should establish definite rela- 
tions with the Economic Commission for Europe in accord- 
ance with the tasks entrusted to it. 

The position adopted by the Soviet Government, which 
corresponds to the interests of real collaboration of all the 
European countries in their economic restoration and guaran- 
tees the preservation of the independence and sovereignty of 
the countries of Europe, and which insures the ascertainment 
of thost needs of individual European countries that it is 
desirable to meet at cost of possible American aid, met, how- 
ever, with emphatic opposition on the part of the British and 
French governments. 

It became more and more obvious that it was not the 
interests of real economic aid to the needy countries of Europe 








that had suffered from the war and had made their contribu- 
tion to the common victory over the enemy that underlay the 
intentions of the British and French governments but some 
other aims that had nothing in common with the above- 
mentioned tasks. The Soviet Union, which in the 30 years of 
its existence has experienced no few attempts at intervention 
in its internal affairs by a number of states and is well aware 
of the value of its independence and the freedom of its politi- 
cal, economic and cultural development, naturally could not 
agree to participate in an undertaking clearly directed towards 
intervention in the internal affairs of European countries and 
leading to the violation of the sovereignty and independent 
political and economic development of European states for 
the gratification of certain strong powers. 

The Soviet Union was unable to support a policy whereby 
the governments of Great Britain and France, under the pre- 
text of working out a program of economic aid to the countries 
of Europe, would impose upon the latter their own program 
of economic development, hamper their possibilities of dis- 
posing of their surpluses where they wished, and thus attempt 
to make the economy of these countries dependent on the 
interests of the United States of America. The delegation 
of the Soviet Union at the Paris conference considered that 
the first thing to be done should be to find out the actual facts 
of the aid promised by the United States of America, its 
conditions and amount, then inquire of the European coun- 
tries regarding their need of this aid and, finally, draw up a 


collated program of their statements, which should be satis- 


fied as far as possible at the expense of the United States 
credits. ) 

Under such a solution of the question, the European coun- 
tries would remain the masters of their own economy and 


would be able freely to dispose of their resources and their 
surpluses. This just and constructive position of the Soviet 
Government not only failed to be supported by the govern- 
ments of Great Britain and France but aroused their emphatic 
opposition. , 

At the final meeting of the Paris conference, Mr. Molotov 
considered it necessary to warn the governments of Great 
Britain and France of the consequences of such actions that 
were directed not toward the unification of the efforts of the 
countries of Europe in bringing about their economic recovery 
after the war but toward the achievement of other aims that 
had nothing in common with the real interests of the péoples 
of Europe. 

Such a policy cannot lead to any good. The erroneousness 
of such a policy and its harmfulness to the fundamental 
interests of the European countries, as well as to the cause 
of peace throughout the world, are perfectly obvious. The 
erroneousness and harmfulness of this policy are still further 
aggravated by the fact that it has already led to the ignoring 
of the corresponding organs of the United Nations. The ex- 
planations that have been given here on this subject by the 
representatives of the British and French governments will 
satisfy no one. The Soviet delegation declares that the 
U.S.S.R. has nothing in common with this erroneous and 
harmful policy and that the Soviet Union will continue to 
co-operate with the countries of Europe in overcoming the 
consequences of the war as speedily as possible, in restoring 
as speedily as possible the national economy of the countries 
of Europe and in establishing a firm and lasting peace on the 
basis of strengthening the real equality of states, great and 
small, and of the full guarantee of their political and economic 
independence. 








(Text of an appeal against Britain presented by Egypt 
to the United Nations through Secretary General Trygve 
Lie on July 11, 1947, at Lake Success, N. Y.) 


R. SECRETARY GENERAL: 

M British troops are maintained in Egyptian territories 
against the unanimous will of the people. The presence of for- 
eign troops within the territory of a member of the United 
Nations organization, in time of peace and without its free 
consent, constitutes an offense to its dignity, a hindrance to its 
normal development, as well as an infringement of the funda- 
mental principles of sovereign equality, and is therefore con- 
trary to the letter and spirit of the United Nations Charter and 
to the resolution adopted unanimously by the General Assem- 
bly on Dec. 14, 1946. 

The unwarranted occupation of Egypt by British troops in 
1882 and, as a consequence, their occupation of the southern 
part of the Nile Valley, the Sudan, have enabled the Govern- 
ment of the United Kingdom, since 1899, to force upon Egypt 
their partnership in the administration of the Sudan and sub- 
sequently to assume exclusive authority therein. Taking ad- 
vantage of this situation, they have adopted a policy designed 
to sever the Sudan from Egypt, discrediting Egypt and the 
Egyptians, creating discord between them and the Sudanese 
and dissension among the Sudanese themselves, instigating 
and encouraging artificial separatist movements. By this 
policy, the Government of the United Kingdom have en- 
deavored, and are endeavoring, to impair the unity of the Nile 
Valley, notwithstanding that this unity is urged by the com- 
mon interest and aspirations of its people. 

The occupation of the Nile Valley by the British armed 
forces and the pursuance of the aforesaid hostile policy, being 
unjustified threats to the liberty as well as to the unity of 
a free and independent nation, have given rise to a dis- 


Egypt’s Appeal to the U.N. Against Britain 


pute between the Egyptian Government and the Govern- 
ment of the United Kingdom, and continuance of which is 
likely to endanger the maintenance of international peace 
and security. 

In conformity with Article 33 of the Charter of the United 
Nations organization, and despite the fact that the presence of 
foreign troops is in itself incompatible with the freedom of 
negotiations, the Egyptian Government attempted with good 
faith to reach a fair settlement of this dispute by means of di- 
rect negotiations with the Government of the United King- 
dom. These long and arduous negotiations having failed to 
achieve their end, the Government of the United Kingdom are 
striving to avail themselves of the Anglo-Egyptian Treaty of 
1936. That cannot bind Egypt any longer, having outlived its 
purposes, besides being inconsistent with the Charter. 

Consequently, the Egyptian Government bring their dispute 
with the Government of the United Kingdom to the Security 
Council under Articles 35 and 37 of the Charter, requesting 
the Security Council to direct: 

(a) The total and immediate evacuation of British 
troops from Egypt, including the Sudan; 

(b) The termination of the present administrative 
regime in the Sudan. 

In asking you to place this dispute on the agenda of the 
Council, the Egyptian Government are at the Council's dis- 
posal to expound their demands and submit the necessary 
documentation when so invited according to Article 32. 

I avail myself of this opportunity to renew to your ex- 
cellency the assurance of my very high consideration. 


MAHMOUD FaHMy NOKRASHY, 
Prime Minister, 

Minister for Foreign Affairs 
of the Kingdom of Egypt. 
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Split in U.N. Group 
Studying Palestine 


A “top-secret” clamp has been put 
on U.S. officials working on the Mar- 
shall Plan for European recovery. 
Public discussions of developments.in 
Europe are taboo for the time, unless 
authorized at the highest level. The 
unannounced reason for the ban of 
unauthorized talk is that the United 
Statés does not want to be accused of 
trying to direct Europe’s own recov- 
ery planning. 


o 0 90 


One of the things influencing Rus- 
sian Foreign Minister V. M. Molotov 
in his opposition to the Marshall Plan 
is this: Some Russian economists rea- 
son that, without a Government plan, 
the urgent need for world ‘business 
will prompt private interests in the 
United States to extend credits 
abroad, and the Soviet-dominated 
countries will share in such assistance 
without dealing directly with the U. S. 
Government. 
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Informal talk in Congress is that the 
U.S. may authorize outright gifts of 
food and fuel to countries in the Mar- 
shall Plan area, leaving it to the World 
Bank to finance the bulk of recon- 
struction programming. Committees 
in Congress are studying this possi- 
bility now. 


o 0 °O 


The United Nations Special Com- 
mittee on Palestine is so badly split 
that there is little likelihood at the 
present time that the members will 
get together on a unanimous set of 
recommendations for settling the 
problems in the Holy Land. The 
Committee has pulled apart into a 
pro-Arab faction, a pro-Jewish faction, 
and a majority group that is neutral 
on the problem and exhausted by the 
constant arguments to which they 


have listened. 
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Slim Soviet Chances 
For Oil Lease in Iran 


The first big private credit arrange- 
ment for postwar Japan may result 
from negotiations between Japanese 
and British and American bankers for 
an advance of $50,000,000 for the im- 
portation of fibers to be manufactured 
into cloth for overseas trade. 
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Speculation that Lt. Gen. Albert C. 
Wedemeyer’s Presidential mission to 
China may lead to his appointment as 
U.S. Ambassador to that country is 
discounted in Washington. Career 
diplomats in the State Department 
don’t want to see Dr. John Leighton 
Stuart leave that job now because of 
his close acquaintance with all the fac- 
tions in that troubled country. 
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Almost no chance remains for Rus- 
sia to get the Iranian oil lease prom- 
ised more than a year ago. The young 
Shah of Iran has plans well made to 
bury the subject for all time. He plans 
to submit the lease to the Iranian 
Parliment, confident that it will be re- 
jected. One theory is that, when that 
happens, Ahmad Qavam, the Prime 
Minister who negotiated the part with 
Russia, will be forced to resign. 
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A Government reorganization may 
be coming in Iran that will move the 
country closer to the U. S. and Britain 
and farther away from Russian influ- 
ence. If the Iranian Parliament rejects 
the Russian oil lease, Prime Minister 
Qavam will be on bad ground with 
both the Iranians and the Russians. 
There is talk that the Shah might take 
this opportunity to reform his Govern- 
ment by appointing a new Prime Min- 
ister sympathetic to the West. 


Yugoslavia’s Drive 
For American Trade 


Thé U.S. Embassy in Argentina is 
getting a complete new set of officials. 
Top career officers and advisers 
who served with former Ambassador 
George Messersmith are being trans- 
ferred. The new Ambassador, James 
Bruce, will start off with an entirely 
new team. 
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Korea is shaping up into one of the 
world’s trouble spots. There is official 
concern that failure to break the U. S.- 
Russian deadlock over unifying the 
country will lead to serious disorders 
before long. 
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Yugoslavia is trying to develop ex- 
ports to the Americas, despite the 
existing political trend in that coun- 
try that puts the emphasis on Eastern 
European trade. Yugoslavia is ship- 
ping a million dollars worth of cement 
from Dalmatian plants to Venezuela. 
A deal for over 10,000 tons of chro- 
mium is now negotiated with Ameri- 
can firms. 
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Japanese industrial property out- 
side the home islands has been writ- 
ten off by the Japanese Government. 
Virtually all of it will go for repara- 
tions. Occupation authorities have de- 
cided to permit China, Korea and 
other countries once occupied by the 
Japanese to take over Japanese assets 
as part settlement of reparations 
claims. 
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All Indian troops abroad are being 
ordered home preliminary to the par- 
titioning of that country and the crea- 
tion of two separate armies. Almost all 
members of the Indian Army will be 
out of Japan within a month. Indian 
units elsewhere in the Far East are 
being recalled. 
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Calling the Kingdom of Sweden... . 





SWEDEN—What have you to offer the people of America? 





Whatever you have to sell, whether it is wood pulp, iron ore, 
steel, furs or synthetic textiles—you can advertise here, on 
this page, with the least amount of waste—and at a very 


moderate outlay. 





Every subscriber to WORLD REPORT has a 


direct or indirect interest in world business. 


Never before in the history of publishing have so 
many Americans—more than |12,000—been gath- 
| ered together by a single magazine into a single 


audience. 


| Every article in WORLD REPORT is original 


| material, written objectively from a worldwide 


| point of view. If you want results, advertise in 
| WORLD REPORT —the only magazine of its 
| kind. | 





Send for advertising rates and 
detailed information regarding 
this unique market—either di- 
rect or through your advertising 
representatives. 


WORLD REPORT 


30 Rockefeller Plaza 
New York 20, N.Y. 








| The only magazine of its kind—re- 
porting, interpreting and forecast- 


ing the news of international affairs. 
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IT'S TRUE IN RACING... 
IN CIGARETTES TOO! 
| LEARNED FROM 


EXPERIENCE THAT 
CAMELS SUIT ME 
BEST! 


With millions of smokers who have 
tried and compared, Camels are 
the “choice of experience”! 


REMEMBER the cigarette shortage YOUR'T-ZONE’ 


during the war? That was the big- WILL TELL YOU... 
gest Comparison test in cigarette history. T for Taste... 
From day to day... pack to pack... T for Throat... 
people smoked whatever was available: Thats your proving ground for any 
more different brands than they would cigarette. See if Camels don't 
normally try in a lifetime. suit your T-Zone"to aT” 
The results speak for themselves. — 
More people are smoking Camels than 
ec ERS ever before! But, no matter how great 
oo “ : ‘ « = ae the demand: _ 

Yes, that’s the way it was d ‘ing We don’t tamper with Camel 
the war shortage. That's why _ quality. Only choice tobaccos, « 
more people are smoking Camels _ properly aged, and blended in 

- the time-honored Camel way, 
es cae are used in Camels. 
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than ever before. | 


According to a recent Nationwide survey: 


ORE DOCTORS SMOKE GAM 
than any other cigarette 


When 113,597 doctors from coast to coast were asked by three TURKISH & DOMESTIC RB. J. Revncide Tobacco Co., Winston-Salem, iM. Ce 
independent research organizations to mame the cigarette they BLEND 
smoked, more doctors named Camel than any other brand! CIGARETTES 











